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In 1936, advertisers invested over $3,000,000 move in NBC Networks 
than in 1935—and nine times as much as in 1927, our first full year. 
Continued and increasing investments by national advertisers in any 
medium are perhaps the strongest possible evidence of the sales results 
it produces. After ten years of test and proof, leading up to the biggest 
year in broadcasting history, NBC finds itself firmly established as 
the world’s largest advertising medium, with a sizable margin over each 


and every other single advertising medium, in terms of dollar volume. 


The World's Largest National Advertising Medium 


NATIONAL BROADCASTING CO. 


NEW YORK + CHICAGO + SAN FRANCISCO |) 


A Radio Corporation of America Service 


RCA presents the Metropolitan Opera every Saturday afternoon. And ‘‘Magic Key of RCA” every Sunday ? to 3 P. M., E. S.T. 
Poth cn NBC Blue Netavork. 
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The Jrend Js the Jhing 


“Look here,” said a friend of ours in 
great disgust, “I buy stocks with 
real earning power and paying good 
dividends and the stuff doesn’t 
move, while—”’ 

“What, specifically, are 
grouching about?” we inquired. 

“Well,” said he, “I’ve done all 
right in some, but on the other hand 
I've got some Continental Can and 
some General Foods and a few shares 
of National Distillers. What’s the 
matter with ‘em? They are making 
money but the stocks don’t move. 
Yet there is stuff earning very little 
but selling 20 or 30 times earnings or 
what have you! Look at American 
Locomotive, U.S. Steel, Inspiration 


you 


Copper. Tell me, is this market 
crazy or am 1?” 
“Neither,” said we. “It’s just 


that you have not got quite the 
right slant on earnings as specula- 
tors figure them. You see, it isn’t 


current earnings that interest the 
shrewd speculator but probable 


future earnings. The trend of earn- 
ings is the biggest factor.” 

And so it is. From time to time 
in this space we have chatted of the 
problems of investment and specu- 
lation as we see them. We have 
emphasized, as variables to be taken 
‘nto consideration, a corporation’s 
trade position, its capitalization, its 
working capital, the quality of its 
management, etc. We have ob- 
served that of all factors, that of 
earnings was the most potent influ- 
ence upon the stock market’s ap- 
praisal of the value of any equity. 
The complaint of our friend, quoted 
above, that we failed to 
make our meaning clear. 

Obviously, if present earnings per 
share were the primary considera- 
tion, many stocks could be consid- 


suggests 


ered ridiculously high. On that 
basis Westinghouse Electric & 


Manufacturing would have seemed 
high two vears ago at 35, for it had 
operated at a deficit in 1934—but it 


was a rapidly declining deficit, indi- 
cating that with a moderate further 
gain in volume the pay point would 
be reached. A year ago the same 
stock would have looked high on 
current earnings at 90, but the trend 
of earnings was still upward and 
today the quotation is 148. 

When a stock fails persistently to 
rise in a bull market the chances 
are that the increase in earnings has 
rounded out, that the trend has be- 
come static. Such an issue, even 
though the earnings may be impres- 
sive and even though the dividend 
may yield 5 or 6 per cent, has lost 
its speculative appeal. 

In the long run, of course, stocks 
favored by a dynamic earnings pros- 
pect may prove to have discounted 
the future too generously in some in- 
stances, but as long as the prospect 
appears promising they will tend to 
command a_ speculative premium. 
Potentiality is the stuff of which 
smart speculation is made. 
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AN ADVERTISEMENT OF THE WESTINGHOUSE ELECTRIC AND MANUFACTURING COMPANY * EAST PITTSBURGH, PENNSYLVANIA 
E. I 
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1 ah \ 
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TH 
buc 
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the 
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tor 
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I 
. — 5 t 
HE workman who attaches special tool for doing his job a bines and water wheel generators, 
the Westinghouse name plate _ little better. An inspector with his transformers, remote control sys- me 
to a motor knows that it stands for microscopic test equipment, as tems — the list seems endless; some pat 
50 years of development, constant impartial and impersonal as a base- —- 30,000 products. pre 
research, a reputation for depend- _ ball umpire. And so “‘the name that means nan 
able performance that is the pride *«... everything in electricity,” | everything in electricity” has a dual cov 
of every Westinghouse man and of course, suggests motors, meters, significance when applied to West- rat 
his responsibility to maintain. controls, circuit breakers, giant inghouse: a source of supply for 1 
“The name that means every- locomotives, heating and lighting _ practically everything electrical; a chi 
thing” might call to mind alabora- | equipment, household products of | concern so thoroughly identified du 
tory worker, searching for a better every sort. Its meaning should also — with electrical achievement that ta 
way to control power leakage. A include the equipment needed to —_ anyone may buy its products with oe. 
workman at a bench, perfecting a make and distribute electricity: tur- | utmost confidence. ms 
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The Trend of Events 


THE BUDGET OUTLOOK .. .. President Roosevelt's 
budget message points to a balance between the Gov- 
ernment’s cash income and its cash expenditures during 
the fiscal year that begins July 1. If this expectation 
is realized, it means a balanced budget except for statu- 
tory debt retirement. Naturally, there are various 
qualifications in the President’s hopeful forecast. 

First, achievement of balance of cash income and 
outgo depends upon a farther large gain in Federal 
revenues. For the 1938 fiscal year the President esti- 
mates these at the huge sum of $7,293,607,197, as com- 
pared with estimated total of $5,828,150,719 for the 
present fiscal year. Thus, the anticipated increase in 
revenues is more than $1,465,000,000. If economic re- 
covery continues at approximately the present annual 
rate, this figure probably would be attained. 

The second qualification is that emergency spending, 
chiefly for relief, be held to approximately $1,500,000,000 
during the coming fiscal year. That implies a substan- 
tial reduction in the relief rolls, but there is reason to 
expect that further general recovery will make a con- 
siderable dent in the ranks of the unemployed—even 
though this problem is not entirely an industrial one, 
since there are large numbers on relief in farm regions. 

The third qualification is that Congress shall not 
plunge into heavy new commitments without providing 
additional revenue from new taxation. This might be 


said to be in the lap of the Gods. Yet the President’s 
popular mandate gives him a strong hold on Congress 
and he should be able to keep the more enthusiastic 
spenders in line. 

It is worth noting that the above revenue estimates 
include yield of Social Security taxes and state unem- 
ployment insurance taxes for which bookkeeping liabili- 
ties will be set up; and that normal future Federal 
budgets will be a minimum of $6,000,000,000 to $7,000,- 
000,000, as compared with about $4,000,000,000 in the 
post-war decade and $1,000,000,000 in pre-war times, 
Such, however, is the trend of the times. 


STOCK MARKET PROFITS ... An analysis made pub- 
lic by the Bureau of Internal Revenue shows that total 
net capital gains reported in 1935 income tax state- 
ments filed up to August 31 of last year amounted to 
$504,847,000. The year 1935 was one of great advance 
in all security markets. In relation to a security appre- 
ciation amounting to many billions of dollars, the re- 
ported taxable gains were very small. That is not 
surprising. It is merely visible proof of what is common 
knowledge: namely that the tax is so heavy that it 
makes wealthy owners of securities most reluctant to 
cash profits. 

It is extremely interesting to note that of the total 
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of $504,847,000 of capital gains reported, 21 per cent was 
accounted for in the returns of individuals having net 
incomes of less than $5,000; almost 40 per cent was in 
returns of persons with net incomes of less than $10,000; 
while $319,000,000 or about 60 per cent was in income 
tax returns under the $25,000 bracket. Only 12 per cent 
was accounted for by taxpayers with incomes of $100,000 
or more. Clearly individuals in the $100,000 or more 
class have unrealized capital gains far larger than those 
with incomes from $5,000 to $25,000 a year. The differ- 
ence is that surtaxes on the latter are moderate enough 
to permit cashing profits without prohibitive penalty. 
The reverse is true in the higher income brackets. 

Obviously, the Government would get more revenues 
from security profits—and at the same time put the 
stock market on a sounder basis—if it made a drastic 
modification in taxation of capital gains. 


TAXING RAIL EARNINGS . . . Many critics have 
argued that the undistributed profits tax is unsound and 
dangerous, especially insofar as it tends to prevent cor- 
porations from applying their profits to the scaling down 
of debt. The criticism has been ignored in the general 
enthusiasm over the recent flood of extra dividends. 
Besides, these dividends will greatly swell the personal 
income tax payments this year and, as the Democratic 
leader of the Senate has remarked, “The Government 
needs the money.” 

It may be, however, that Congress will pay some at- 
tention to the strongly worded view of the Interstate 
Commerce Commission, which in its annual report takes 
vigorous exception to the tax as it affects the railroads. 
The Commission points out that the tax on undistributed 
earnings runs directly counter to one of the Administra- 
tion’s major policies in respect to the carriers. This 
policy is that the railroads should create sinking funds 
for the retirement of debt. 

Curiously, it was President Roosevelt himself in a 
newspaper press conference some time ago who pointed 
out that the railroads would not be in their present 
financial position had they earlier adopted a policy of 
paring down long-term debt. In all pending railroad 
reorganizations the Interstate Commerce Commission 
has insisted upon sinking fund provisions, in line with 
the President’s previously expressed views. 

The Commission argues that railroads with weak 
financial structures and those emerging from receiver- 
ship should be encouraged to use earnings to improve 
their properties, retire funded debt and create surpluses 
sufficient to meet emergency needs, support their credit 
and afford insurance against obsolescence. 

To us that sounds like sound corporate finance. Well, 
gentlemen of Congress, what will vou do about it? 


MORE TELEPHONES ... In December the Bell Sys- 
tem added 93,000 telephones to the number in service. 
This was nearly twice as great as the additions in Decem- 
ber, 1935, and it brought the gain for the year to ap- 


proximately 889,000 telephones. In 1935 the increase 
was 461,156 telephones and in 1934 it was 298,000. The 
year 1933 saw a drop of 630,000. 

The strong showing last year reflects the gratifying 
spread of recovery throughout the economic system. The 
number of telephones now in use is only approximately 
6.1 per cent under the record high of 15,700,000 in the 
spring of 1930. Fluctuations in number of installed tele- 
phones lag well behind the business cycle. They are 
interesting more as a mirror of long term economic trends 
than as a forecast either of near or long term prospects, 


NRA OBJECTIVES ... President Roosevelt’s annual 
message to Congress, moderate in tone, reiterates his 
conviction that broad Government control of the eco- 
nomic system is necessary. Looking to that end, he 
believes amendment of the Constitution is not requisite 
and that it should be possible to enact legislation which 
the courts will hold valid under an interpretation of our 
basic law in keeping with the realities of the times. 

He concedes that the NRA, declared null by a unani- 
mous Supreme Court, tried to do too much, but contends 
that the problems which NRA tried to solve are still 
with us. It is possible to debate that point. The NRA 
was conceived in haste under stress of acute economic 
emergency. Certainly there has been a vast improve- 
ment in employment, wages and working conditions 
since early 1933. 

In any event, the present setting calls for mature con- 
sideration and painstaking care by Congress in drawing 
legislation for control of wages, hours and working con- 
ditions. If a small minority of employers are guilty of 
sweatshop abuses, no enlightened citizen will oppose 
their correction by utilization of an expanded Federal 
power. That is a wholly different thing from imposing 
on all business a set of arbitrary rules that might have 
the effect of raising costs excessively and checking re- 
covery, which is what NRA did in 1933. 

As reported by the Brookings Institution, the average 
work week in industry is now about 40 hours, a reduction 
of 9 hours or about 20 per cent since 1929. In the more 
than a generation between 1900 and 1929 it was reduced 
only 13 per cent. It is very much to be doubted that 
the efficiency of industrial labor has increased 20 per 
cent since 1929. To restore the pre-depression living 
standard for an enlarged population, we need vastly to 
increase the physical output of goods. It is seriously 
to be doubted that such production can be achieved with 
a work week any shorter than the average now pre- 
vailing. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 400. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. 

Monday, January 11, 1937. 
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BY CHARLES BENEDICT 


REVOLUTION BY MINORITIES 


i phenomenon of the Russian revolution which en- 
abled a minority of two million to seize power in a 
country of 160 million people has stirred the spirit of 
adventure in men high and low all over the world— 
and it has not vet died down. On my trip to Russia, 
a little over two years ago, I found that the interest 
of visitors was not so much in the success of the Russian 
plan, but rather in the method which enabled a few 
to control the many. 

In this country the battle for control by minorities 
has been waged vigorously by one leader and another 
—and the boneyard contains the debris of the causes 
of Huey Long, Townsend, Upton Sinclair and Father 
Coughlin, among the most prominent. The new leader 
striving for control, with presidential ambitions, and 
a great thirst for autocratic power—is John L. Lewis. 

In fomenting strikes in the automotive industry— 
where wages and working conditions are of the best in 
this country, or in any country—he is not serving the 
‘ause of labor so much as his own ambition. His sin- 
cerity can well be questioned by the 
working men in other fields, particu- 
larly in the coal, textiles and other 
industries where workers are by no 
means as well compensated propor- 
tionately, and where the need for a 
better living standard is far greater 
than in the motor industry. There 
is opportunity for an aggressive cru- 
sade against sweatshops. The outrage 





rolet workers and others against the loss of wages and 
jobs indicates that he has by no means all of the auto- 
motive workers with him. And is quite apparent that 
he does not dare risk the show-down of a vote, lest 
his numerical weakness be disclosed. 

Mr. Lewis will unquestionably have a fight on his 
hands as the leaders of the automobile industry, after 
four years of adjusting themselves to the Nejw Deal 
are bound to have learned wisdom and understand- 
ing. Mr. Lewis is not dealing with raw industrial 
recruits, but with seasoned warriors who have experi- 
enced and observed much since 1929. 

It is to be hoped that Mr. Lewis and his minority of 
troublemakers will be stopped. The nation is well on 
the road to prosperity for all, and we do not believe 
that labor is so aggressively militant that it will co- 
operate to raise Lewis to a dictatorship of labor, which 
gives the loaves to the leader and leave for the worker 
only the crumbs from the bureaucrat’s table—as has 
been the case in Europe. 

















of child labor needs to be downed. 

Mr. Lewis, in attacking the liberal 
automotive industry, is making a 
inistake. Public sentiment is not 
sympathetic with this strike for it 
well recognizes the fact that the 
workers in this industry are op- 
pressed neither on a_ basis of 
hours nor wages. Indeed insofar as 
shorter hours are concerned there 
already exists a shortage of skilled 
labor in this industry. 

Judging by the tactics that Mr. 
Lewis is following, it is evident that 
his adherents are a decided minor- 
ity in the ranks of General Motors 
workers. The recent protest of Chev- 
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Scene of the sit down strike at Fisher Body Plant, Cleveland, O. 











What’s Ahead for the Market? 


3 a ie 


{ stock market at this writing is treating itself to 
brisk rally on sharply higher volume, following weeks 
of restraint. In our analysis a fortnight ago we observed 
that a favorable technical setting had been created by 
substantial individual reaction in numerous industrial 
equities, by intermediate reaction in the rail group and 
by months of static behavior in the utility average. It 
was further remarked that. with expectation of further 
reaction a bit too general, the technical 
position in utilities and rails was subject 
to successful exploitation, given any im- 
provement in the news. 

Several developments subject to gen- 
erally favorable interpretation have 
eventuated, but the strength of the 
market's immediate position can be said 
to be due to the sobriety and restraint 
that prevailed during November and 
December. In percentage gain, utilities, 
rails and the motor stocks have led the 
initial rally and the turn in these for- 
merly laggard groups brought a rush of 
short-covering and stimulated pent-up 
demand throughout most sections of the 
market. 

News developments of current market significance 
may be summarized as: (1) the President's annual mes- 
sage to Congress, which was more temperate in tone 
than had been expected; (2) a recommendation by the 
Buchanan Committee on Government Reorganization 
which criticized the administration of the Federal power 
program and suggested that Congress refrain from addi- 
tional appropriations for Federal power projects until 
the Government unified its program; (3) authoritative 
forecast that a further 15 per cent gain in freight traffic 
would force the railroads to purchase 180,000 cars and 
2,400 locomotives; (4) growing friction between strik- 
ing automobile workers and non-union workers who 
have been forced out of employment by strikes in which 
they have had no part. 

As for the President’s remarks, the market apparently ' 
is pleased not so much for what he said as for what he 
did not say. His reiteration of faith in broad Federal 
control of the economic system was, of course, no sur- 
prise. The methods for extending that control, espe- 
cially in wage and hour regulation, were left pretty 
much up in the air, leading to the assumption that 
both the Administration and Congress are likely to feel 
their way cautiously, concerned primarily with consoli- 
dation of the recovery and disinclined toward hasty 
and disturbing legislative improvisations such as were 
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MILLER 


the rule in the emergency atmosphere of early 1933, 

The observations of the Buchanan Committee on the 
Government’s power program do not, of course, clarify 
the picture; but there appears to be a growing belief 
that the utilities probably have seen the worst so far 
as Federal competition is concerned and a hope that 
co-operative distribution of Federal power will be the 
line taken. It is worth noting that the utility stocks 
have broken out definitely from the trad- 
ing rut that prevailed for many months 
and that the group now for the first 
time has penetrated the top established 
in the summer of 1935. 

The deficiencies needing to be made 
up in railroad equipment have long 
been recognized in general terms as a 
potential source of expanded volume in 
durable goods, but it remained for J. M. 
Symes, chief of operations and main- 
tenance of the Association of American 
Railroads, to describe them in specific 
terms in testimony before the Interstate 
Commerce Commission. Given even a 
5 per cent increase in traffic above the 
present level, Mr. Symes stated, the 
roads would need 60,000 freight cars and 800 locomo- 
tives. Recently the thirteen Shippers’ Regional Advisory 
Boards forecast a traffic gain of 9.2 per cent for the first 
quarter. 

It is still too early for confident forecast of the out- 
come of the industrial union drive in the motor and 
steel industries. In both there is a definite trend toward 
higher costs which restrains the optimism of the well 
informed. It would not be surprising if the labor troubles 
of General Motors were patched up without conclusive 
or final victory for either side. That was what happened 
in the motor industry two years ago. The strategy of 
the union drive appears to be to ask much, hope to 
gain something and if nothing is gained to wait, pro- 
ceed with attempted organization and later try again. 

All of this is of limited market significance except for 
the early future. Summarizing our view of the market 
prospect, we believe the present advance will carry 
further; beyond that for the next two or three months 
we consider the outlook doubtful; for the longer term 
we remain 100 per cent bullish, with the qualification 
that we expect the 1937 movement to be even more 
irregular and selective than that of 1936. 

Under the speculative controls now in effect, sharp 
rallies can not be expected to maintain momentum very 
long—as has been demonstrated on numerous occasions 
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We expect the current advance to carry further but regard 


the February-March prospect as uncertain. 


outlook remains highly favorable. 


The long-term 


In trading and investment 


commitments close discrimination is called for at present. 


during the past two yvears—3,000,000-share volume is 
abnormally high, and the market can not be hurried. 
It would take no great extension of the immediate 
speculation to bring a renewed shaking of fingers at 
Washington and if that were not effective steps aimed 
at repression would follow, whether in the form of 
margin action, further credit curbs, modification of the 
capital gains tax or what not. This is not by any means 
to predict that the Administration will be either able 
or willing to prevent further gradual appreciation of 
the market, but that it can—and will, if necessary— 
administer occasional effective checks to rampant specu- 
lative enthusiasm can hardly be doubted. 

As regards the longer outlook, it remains true that in 
the existing credit-business setting it simply is not 
possible for any general liquidating urge to develop, 
regardless of temporary reactions from over-done en- 
thusiasm and regardless of the probability that the 
momentum of the general advance this year will not 
come up to that of the past two years. 

Thus far the strikes in the motor and related indus- 
tries have had very slight effect on the over-all trend 
of business activity. Given even a temporary settle- 
ment of labor disputes in the automobile plants, good 
business would be assured well into the first quarter if 


not further. In various capital goods industries orders 
booked in recent weeks mean a high level of production 
for some time to come. 

Despite coming gestures aimed at preventing a run- 
away boom, the credit factors remain basically bullish 
in that the Government is still firmly committed to an 
easy money policy. In our opinion no credit restriction 
move that does not result in an actual and very sub- 
stantial increase in money rates can exercise a defla- 
tionary influence of any importance. 

Fundamentally, the Administration policy continues 
to be expansionist. A turn to a definitely deflationary 
policy is out of the question, with per capita business 
activity still sub-normal, with large unemployment con- 
tinuing to prevail and with evidence of any significant 
contraction in Federal spending wholly absent. Bearing 
on the latter point, it is most illuminating to hear the 
chairman of the House Appropriations Committee stat- 
ing publicly that he “would be immensely satisfied to 
get a balanced budget by the end of the next three 
years” and going on to observe “but I don’t expect to 
get it then or soon after!” 

Facing such a fiscal outlook at Washington, it is not 
to be wondered at that few people are willing to liqui- 
date good equities. 
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Acc ORDING to their annual custom, the newspapers 
throughout the country have presented 1937 business 
forecasts by hundreds of prominent business men, 
bankers and professional economists. It is not surpris- 
ing that these statements are generally optimistic. That 
was to be expected. The interesting thing is that many 
are qualified, and that among these qualified forecasts 
there is almost unanimous citation of two outstanding 
dangers—labor troubles and price-raising tendencies in 
manufacturing industry. 

Everybody knows that labor unrest and strikes are 
bad, and that present labor troubles reflect a movement 
far more significant than the normal and familiar efforts 
of organized workers to obtain better terms as rising 
business activity strengthens their bargaining position. 
On this point—that strikes are deplorable 
see eye to eye. 

But when it comes to the matter of price-raising there 
is no such unanimity of opinion. Most business men 
realize that it is a dangerous tendency, especially in its 
long-run implications upon consumer buying power, but 
few are able or willing to do anything about it. Virtually 
every price-raiser can truthfully contend that his own 
higher costs force him to boost his price. The tempta- 


business men 
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BY NORMAN TRUMBULL 


Higher Wages. Higher Prices 
and Business Profits 


CARRUTHERS 


tion is great to raise it a bit more than costs demand, 
for the near-term result very likely will be increased 
profit. 

Thus begins a cycle of wage-price inflation—higher 
wages, higher costs, higher prices, higher cost of living, 
higher wages and so on, around and around, until prices 
of manufactured goods hopelessly outdistance consumer 
purchasing power, demand is choked off and ultimately 
business volume and commodity prices do a joint nose 
dive when the jig is up. 

This country experienced that kind of an inflation in 
the first post-war boom. There were shortages of goods 
and labor. Raw materials and labor costs were rising. 
Demand was insistent. What could manufacturers do 
except raise prices, and as long as the other fellow was 
boosting his price why not tack on a bit more for profit? 
The day of reckoning came in 1920 and in a single year 
commodity prices—as measured by the broad index of 
the United States Labor Bureau—fell approximately 50 
per cent. 

Supply-demand relationships 
spects similar to those of 1919. 
have been largely eliminated. 
spurred by economic recovery, 


today are in some re- 
Surplus stocks of goods 
Demand is insistently 
by an armaments race 
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Sand by cheap credit. In various types of goods there are 
huge accumulated deficiencies, as there were in 1919. 
The credit factors here and in most nations are far more 
inflationary than they were in 1919. 

Shortages in skilled labor begin to be felt, even while 
millions of either largely unskilled or non-industrial 
workers remain on public relief. The idea, prevalent not 
long ago, that our potential productive capacity was so 
large as to preclude either shortages or a sensational 
‘price rise has proved wholly fallacious. The reality is 
> that the productive machine is somewhat run down at 
the heel, the population has been substantially increased 

since 1929 and factory workers are on the job only an 
average of about 40 hours a week, as compared with 
approximately 49 hours in 1929. We therefore see some 
industries running at the limit of a capacity which has 
been curtailed both by obsolescence of facilities and by 
the prevailing fetish that what we need is shorter hours 
of work, although as currently pointed out by the Brook- 
ings Institution, hours of work in manufacturing have 
been shortened as much during the past seven years as 
in the preceding twenty years and although the only 
way for us either to restore the 1929 living standard or 
to lift it further is via the normal route of greatly ex- 
panded physical production of goods at the lowest pos- 
sible prices. 

Now this analysis makes no pretense of being a price 
forecast for 1937. The recent price rise has been abnor- 
mally sharp and for that reason 
may temporarily slow down or 
meet reaction. Should the pres- 
ent strikes in General Motors 
plants curtail motor production 
for any important period, can- 
cellation of orders for materials 
and the general disturbance to 
sentiment could readily produce a 
set-back in commodities made 
vulnerable by recent specula- 
tion. But the underlying 
supply-demand factors and 
the credit factors point 
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the other way. The insistent demand for materials and 
goods created by the European armaments race points 
to rising prices. Actual war, of course, would inevitably 
galvanize the incipient price inflation. Further wage 
advances disproportionate to increased labor efficiency 
would likewise push us further along the inflationary 
path. 

All that we can do here is paint the danger signals 
that confront us, weigh such possible safeguards as exist 
and give thought to the penalty that we will ultimately 
pay if we ignore the 1919-1920 lesson. It is a problem 
of the utmost complexity that we are dealing with, and 
within the confines of this brief analysis we must strive 
to avoid either over-simplification or exaggeration of the 
immediate hazard. 

First, let us take a realistic look at the commodity 
price trend during recent years. In the composite 
wholesale index of the Bureau of Labor there has been a 
generally rising trend since March, 1933, but this is 
a largely misleading picture. The significant thing is that 
after the initial and general upward spurt of prices early 
in 1933—largely reflecting the NRA codes—prices of 
manufactured goods on the whole levelled out and 
showed remarkable stability for three years, a stability 
similar to that in the prosperous 1923-1929 period al- 
though, of course, at a lower general level. 

Meanwhile, as finished goods held stable and employ- 
ment, wages and public purchasing power gradually ex- 
| panded, prices of depressed farm 
products and of primary indus- 
trial raw materials moved up. 
Thus the disruptive price dis- 
parities set up in the years of de- 
flation were gradually corrected. 
By the end of 1935 farm prod- 
ucts, raw materials, semi-finished 
goods and finished goods were all 
clustered within a price relation- 
ship to each other remarkably 
close to that which had prevailed 
in the year 1926—the year singled 
out by the Government as a 
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desirable price “base” because of the balanced relation- 
ships prevailing therein. 

Now while many complex and inter-related factors 
played their parts in the broad business advance of the 
first three quarters of 1936, it can hardly be doubted 
that balanced price relationships between the major 
groups of commodities was a highly favorable concomi- 
tant, if not causative, phenomenon. 

It was not until the fourth quarter of the year that 
there came any significant change in this picture. Two 
things happened. Prices of manufactured goods began 
to go up. Secondly, raw materials and farm prices 
began to go up even faster than manufactured goods, 
with the result that we saw not only a general rising 
tendency but a tendency away from the previous favor- 
able balance of average prices of the major commodity 
groups. 

This recent change is not of major significance in itself. 
It is the tendency that is potentially dangerous. The 
most recent indexes of the Bureau of Labor place fin- 
ished products at 83.9 per cent of the 1926 level, semi- 
finished articles at 83.1, raw materials at 85.5 and farm 
products at 88.4. Eleven months ago—the Bureau did 
not earlier compute some of its present indexes—finished 
goods were at 82.4, semi-manufactured articles at 74.7, 
raw materials at 78.6 and farm products at 80.4. 

From these comparisons it might be argued that no 
damage has been done and that the general balance 
within the price structure remains on the whole favor- 
able. But recent and current advances shown by more 
sensitive indexes, especially in semi-manufactured and 
finished goods, are yet to be reflected fully in the Bureau 
of Labor’s statistics. Moreover, the consumer will not 
feel the impact of the recent wholesale price develop- 
ments in his cost of living until some weeks from now. 

It might be argued, also with apparent logic, that the 
composite price level is still some 15 per cent under that 
of 1926, and that if prices continue to move up to that 
level without excessive speed and with a reasonable 
balance of the major group relationships, no harm will 
be done, the trend will contribute to business profits and 
will be unlikely to outrun expansion in consumer pur- 
chasing power. That may be: and for the present the 
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cost of living, while rising, is not rising as fast as general 
purchasing power. 

Against this, however, is the fact that for the first time 
since the pre-code days of 1933 we see a general price- 
raising tendency in manufactured goods and regardless 
of whether this does no immediate or even early damage 
to the cause of business recovery, the danger lies in the 
fact that such a tendency feeds on itself and tends to 
become cumulative if not checked—higher costs, higher 
prices, higher wages, higher costs, etc. It is an insidious 
price spiral. Once it gets a strong start, to say it is not 
alarming because we are still 15 per cent under the 1926 
level is much like saying as we slide down a steep moun- 
tain slope toward a precipice that it is not dangerous 
because the precipice still lies 100 yards ahead of us and 
something may turn up to save the day! 

It is true that the recovery in farm prices and in prices 
of basic raw materials has greatly increased purchasing 
power of important segments of the people, not only in 
the United States but throughout the world; and that the 
resultant increase in purchasing power tends to flow 
around the circle, making better business for 
everybody—as long as these price gains are not 
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absorbed by rising industrial prices. The price 
trend was in the right direction as long as it 
simultaneously increased incomes of those en- 
gaged in farming or production or raw materials 
and corrected previous disparities. 

But price balance has been restored and it 
does not follow that further advance in any or 
all groups is desirable. Rise in farm products 
from the present level would tend to hit the 
consumer dependent on industry. Rise of raw 
materials would tend to force rise in finished 
products. Rise of all three groups would tend 
to curtail purchasing power of many consumers 
such, for example, as persons living on fixed in- 
come from investments or annuities, public 
servants, professional people and a_ host of 
white collar workers whose incomes tend to lag 
behind the price cycle. 

















As a matter of fact (Please turn to page 451) 
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‘What a General Motor Shut-Down 


Would Mean to Business 


BY WARREN BEECHER 





= industries can be said to out- 
rank the automotive in importance 
to business as a whole. Without 
question it is of first rank in the 
consumption of both quantity and 
diversity of raw materials. There- 


on Leading 


fore, when General Motors, the ve 
largest organization in the motor aig 
industry, is threatened with a com- sancti a 
plete shut-down the question of gail tala 
the effect on other industries, in- Zinc ......- see enone 
deed on our whole economy which — Tim.......----++.++- 
isnow in a marked recovery trend, Aluminum ........... 
becomes of more than academic 0 ee 
interest. Plate Glass ......... 
Here is vast and far flung enter- gies .......... 


prise employing in its 65 plants 


Effect of a G. M. Shut-Down 


The motor industry tops all 
others as a user of steel, rubber, 
gasoline and lubricants, plate glass, 
mohair, nickel and lead. It is a 
great contributor to the railroad 
freight volume of the country. 
Automotive products represented 


Industries 


Approximate Curta |- 
ment in Consumption 
70 


epee art © 3,525,000 carloads in 1936. It is a 
gksreteeetehe ees 72 : . 

vast consumer of paint, cotton. 
paren ee es iad lumber, coal and other materials. 
PERRET SHAR 6.3 Now on the basis of 1936 pro- 
teen eens 5.5 duction General Motors with an 
prceeesds 6.7 output of over 2 million cars and 
esp lepine 11.7 trucks represents 42 per cent of this 
ee 30 great industry. If this corpora- 
tess 20 tion is forced to close its doors, the 


railroads will lose business at the 
rate of at least 50 million dollars 





well over 200,000 people to whom 
it pays somewhere in the neighbor- 
hood of 350 million dollars in wages and salaries. On 
the basis of its own employees and the 380,000 stock- 
holders who receive its dividends, a General Motors 
shut-down is of far reaching importance. But this is 
a minor part of the story. It is the indirect effect on 
employment in other industries, on the business volume 
and profit in scores of other companies, raw material 
producers and manufacturers which is more significant. 


worth of revenue freight a year 
and cotton consumption would be curtailed by 140 
million pounds. Around 120 million pounds of rubber 
annually go into tires for General Motors cars and some 
28 million pounds into other parts of cars and trucks. 
Although wood is steadily giving way to steel in auto- 
mobile manufacture, it is estimated that General Motors 
required last year about 50 million board feet of hard 


wood and over three times (Please turn to page 462) 
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Our Selection of — 


Stock Market Leaders for 1937 


Where Broad Advances Are Indicated by: 


—Present and Prospective Earnings 
—Favorable Industrial Outlook 


—Secure Financial Position 


BY THE MAGAZINE 


W: present herewith and briefly analyze a group of 
common stocks which, in our opinion, should stand out 
in the stock market of 1937 from the standpoint of 
price appreciation. 

These issues are favorably situated in regard to man- 
agement, financial resources, industrial prospects and 
earning power. Great emphasis has been accorded the 
last factor; but the endeavor has been to select those 


OF 


—Strong and Able Management 
—A Future Not Yet Discounted 


—Large Profit Possibilities 


WALL STREET STAFF 


issues in which potentialities have not yet been dis- 
counted and where broad advance on the basis of earn- 
ings in 1937 is expected. 

The stocks in this list are not all of the same caliber, 
some being frankly more speculative than others, but we 
believe that as stakes in recovering industries with 
dynamic possibilities all are worthy of the most serious 
consideration. 





Bethlehem Steel 


Recovery from this point on will be predominantly a 
recovery in the field of heavy goods. More factories 
will go up: the railroads will commence to buy equip- 
ment and track materials in earnest: as soon as the 
political pressure is relieved the public utilities will 
begin the enlargement of generating and distribution 
facilities. All these and like activities spell business for 
the heavy steel companies. 

The Bethlehem Steel Corp. is predominantly a fabri- 
cator of heavy steels. The company’s business, how- 
ever, is much less one-sided than it was a few years 
ago, for millions have been spent to enlarge and mod- 
ernize light steel capacity. Thus, will Bethlehem not 
only be a beneficiary of recovery in the heavy division 
which so far has been the laggard, but will be helped 
by the continued activity in automobiles, electric refrig- 
erators and other consumers of light steels. Today, the 
company’s activities are more diversified and it is in a 
better position to take advantage of steel demand, no 
matter from what direction it may spring, than ever 
before in its history. 

For the first nine months of last year, Bethlehem 
reported a net profit of $8,609,514 after taxes and 
charges. This, after preferred dividend requirements, 
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was equivalent to $1.01 a share on the outstanding com- 
mon stock. In the corresponding previous period earn- 
ings were equivalent to only $2.05 a share on each of 
the 933, 887 shares of 7 per cent preferred stock then out- 
standing. For the full year 1936, earnings are estimated 
to have been not far from $2 a share of common. 
The capitalization of the Bethlehem Steel Corp. con- 
sists of 3,194,314 shares of common stock of no-par 
value, ahead of which there are 933,887 shares of 5 per 
cent preferred stock of $20 par value and 933,887 shares 
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debt stands at approximately $141,000,000, including the 
$55,000,000 in 334s which were issued last September. 

At the present price of some $77 a share, the com- 
mon stock of the Bethlehem Steel Corp. is not cheap on 


the basis of last year’s earning power. The outlook, 
however, is such that one can easily envisage the com- 
pany doing much better this year and perhaps better 
still in 1938. Possible labor trouble is about the only 
cloud in the sky, but it is to be remembered that strikes 
always end and that it is most unusual for their settle- 
ment to interfere seriously with a mounting trend of 


earnings. 
Republic Steel 


Generally speaking, the Republic Steel Corp. will be 
influenced by the same factors which affect Bethlehem 
Steel. The stocks of the two companies, however, are 
in a somewhat different position. Bethlehem common 
is selling currently for about $77 a share and a dividend 
of $1.50 was paid last year: Republic is selling for about 
$29 a share and dividends do not appear to be a near- 
term prospect. Republic still has to liquidate back divi- 
dends of $25.50 a share on approximately 120,000 shares 
of old 6 per cent convertible preferred, which refused the 
company’s conversion offer, before anything can be paid 
onthe common. Moreover, although great progress has 
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been made, Republic’s modernization and expansion pro- 
gram is probably not as far along as Bethlehem’s and 
there will be a tendency for the company to divert as 
much of its earnings as it can to this end—with, of 
course, a wary eye on the tax on undistributed profits. 

As a long-term speculation on the further recovery in 
steel, however, the common stock of Republic has much 
to commend it. The company’s management is re- 
garded as being exceptionally able. Nor must it be for- 
gotten that Republic is the largest domestic factor in 
alloy and special steels and as we appear to be rapidly 
entering the alloy age this is a division from which much 
is expected. 

For the twelve months to September 30, last, the 
Republic Steel Corp. reported a net profit of $7,525,089 
after interest, depreciation, Federal income taxes and 
other charges—subject, however, to year-end adjust- 
ments and to final determination of Federal taxes, in- 
cluding the surtax on undistributed profits. This, after 
preferred dividend requirements, was equivalent to $1.24 
a share on 4,112,758 shares of common stock. No such 
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report was made for the same period a year earlier. 

The capitalization of Republic Steel consists of the 
common stock mentioned already, ahead of which there 
is some $40,000,000 in preferred stock. Including the 
$25,000,000 in General Mortgage 414s which were issued 
a month or two ago, funded debt amounts to roughly 
$112,000,000. As of September 30, last year, current 
assets totalled $91,000,000, of which $15,400,000 was 
cash. Current liabilities fell just short of $20,000,000. 


United States Gypsum 


Although the volume of construction has been gaining 
rapidly, it is still far below “normal,” however, one may 
figure this mythical level. In 1936, according to F. W. 
Dodge, residential construction in which the greatest 
interest currently settles, was nearly 60 per cent below 
that of 1929 in value and 45 per cent below 1929 in 
square footage. Thus, it becomes apparent that the 
ravages of the depression are not nearly made up—that 
apart from necessary replacements because of fire, flood 
and deterioration we have not even begun to meet the 
demand for homes which is the natural result of a 
growing population. 

It is true, of course, that there is still an immense 
number of foreclosed houses in the hands of institutions 
and that these constitute a drag on new construction. 
It is also true that the cost of building has been rising 
and, with building as with everything else, higher costs 
tend to curtail demand. Yet, while these adverse factors 
are valid enough and while they may postpone some- 
what the time when we shall have a really feverish ac- 
tivity in construction, certain it is that they cannot hold 
the lid on the building kettle indefinitely. 

The United States Gypsum Co. is affected directly by 
building activity. It is a manufacturer of gypsum board, 
plasters and stuccos, both white and colored. These 
materials come in various styles and forms and are in 
great demand for ceilings, partitions and floors. The 
company is also one of the largest makers of metal lath 
in the country and has even expanded its building line 
to include metal sash, coal doors, calcimines, shingles 
and roofing. 

The upturn already seen in the building field has had 
its favorable effects upon the affairs of the United States 
Gypsum Co. For the first nine months of last year, the 
company reported a net profit of $4,189,401, after depre- 
ciation, depletion and provision for Federal income taxes 
and tax on undistributed profits. This, after dividend 
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requirements on the 7 per cent preferred stock was equi- 
valent to $3.17 a share on 1,192,103 shares of common 
stock of $20 par value. In the corresponding previous 
period earnings were equivalent to $2.08 a share of com- 
mon stock. 

Capitalization consists of 78,222 shares of 7 per cent 
preferred stock of $100 par value and the common stock 
mentioned already. There is no funded debt. Finan- 
cially, the United States Gypsum Co. is more than ordi- 
narily strong. On June 30, last, current assets totaled 
nearly $23,000,000, of which $13,000,000 was in the form 
of cash or United States Government obligations. Total 
current liabilities were only $3,400,000. 

Last year, United States Gypsum paid regular divi- 
dends of $2 a share and a year-end extra of $1.25. 
The stock of United States Gypsum is not a low- 
priced one—about $125 a share at the present time. 
But its profit prospects in months to come afford a well 
founded expectation of substantially higher levels. 


Allis-Chalmers Mfg. 


Nothing has happened to change the favorable out- 
look for the Allis-Chalmers Manufacturing Co. since the 
detailed discussion of the company in our issue of Decem- 
ber 19, last. Allis-Chalmers is sometimes classified among 
the makers of electrical equipment, sometimes merely 
as a manufacturer of machinery. Recently its rubber- 
tired tractors and other farm machinery have made 
such strides that it could lay valid claims for inclusion 
among the makers of farm equipment. As a matter of 
fact, however, the company is really in a class by itself. 
Its electrical equipment division competes with General 
Electric and Westinghouse, its farm equipment division 
with International Harvester, Deere Caterpillar and oth- 
ers, and its machinery division with a host of rival 
organizations. 

For the first nine months of last year, Allis-Chalmers 
reported a net profit of $3,580,813, after charges and 
taxes. This was equivalent to $2.30 a share on 1,558,090 
shares of common stock. For the full year it is estimated 
that a net profit of approximately $5,000,000 before tax 
on undistributed earnings will be reported. The per- 
share results however, will be somewhat less than might 
be thought. This is because of the fact that the company 
called for redemption in December the outstanding bal- 
ance of its convertible debentures. These were conver- 
tible into common at $35 a share and as the market 
price of the stock was above $70 it is reasonable to 
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suppose that all debenture owners availed themselves of 
the privilege to convert. Assuming that they did, the 
number of common shares outstanding will have been 
increased to 1,770,000 and on this number a net profit 
of $5,000,000 is equivalent to about $2.80 a share. 

Stockholders should not consider such a showing dis. 
appointing, or make disparaging comparisons between 
the per-share results and the stock’s present price of 
about $80 a share. It is to be remembered that the 
heavy machinery division of Allis-Chalmers is only just 
getting under way and that last year’s profits were 
garnered with the original mainstay of the business con- 
tributing comparatively little. Plant expansion and 
renovation this year should be considerably more active 
than last, foreshadowing a much improved demand for 
Allis-Chalmers’ machinery. With every division of the 
business active, it is not difficult to imagine the com- 
pany reporting earnings equivalent to six, seven, or 
even eight dollars a share and on this basis the stock 
will prove a bargain at its present price. 


Stone & Webster 


There was concrete indications of the recovery being 
experienced by Stone & Webster, Inc., in the twenty- 
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five-cent dividend declared last month. The last previ- 
ous distribution was in May, 1932. In the more detailed 
discussion of this company to be found in our issue of 
December 19 it was shown that the operations of Stone 
& Webster fall into three main divisions—public utility 
ownership and supervision, the underwriting of securi- 
ties and engineering activities. 

The public utility ownership consists for the most 
part of control of Engineers Public Service Co. and of 
the Sierra Pacific Electric Co. Engineers Public Service 
is a holding company whose subsidiaries are scattered 
throughout the country. Sierra Pacific operates in 
Nevada and eastern California. Engineers has partici- 
pated in the improvement being generally felt through- 
out the public utility industry. Net income for the 
twelve months to November 30, last, was equivalent to 
$6.69 a share on the company’s combined preferred 
stocks, compared with $3.35 a share on the combined 
preferreds in the corresponding previous period. It is. 
however, the common stock that is most important to 
Stone & Webster and further improvement will have 
to be registered by Engineers before this investment 
can be expected to yield a return. 
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The engineering division has been doing much better 
and there is a clear prospect of much further betterment 
as the demand for plant expansion and construction 
rows. This division engages in the supervision and 
building of all kinds of industrial plants and its capabili- 
ties are such that it is certain to obtain a good share of 
the industrial expansion now being carried on. 

Similarly, the business of the security underwriting 
division has improved and there is every indication of 
its becoming still more active over the near future. 
Underwriting alone might possibly produce a profit of 
$1,000,000 this year, or approximately 50 cents a share 
on each of the 2,104,391 shares of Stone & Webster out- 
standing. This compares with total Stone & Webster 
net income last year of about $800,000, or between 
thirty-five and forty cents a share. 

While Stone & Webster is essentially a speculation 
which rests today mainly on the outcome for Engineers 
Public Service and this depends to an important extent 
upon the attitude of the Federal Government towards 
control of public utility holding companies, it is a com- 
pany whose other divisions are doing so well that the 
chances of major loss appear remote. On the other 
hand, should the Administration take a less vindictive 
attitude towards public utilities, these companies have 
the economic tide running strongly in their favor and 
Stone & Webster’s investment in Engineers Public 
Service might well prove very profitable. 


American Car & Foundry 


In the railroad equipment business the tide turned 
decisively for the better in 1936. Moreover, orders now 
booked, inquiries pending and the probability of new 
business originating out of pressure of railway needs as 
freight traffic expands all combine to indicate a strongly 
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favorable trend during the new year. Among the strong- 
est and best situated enterprises in this field is the long- 
established and normally prosperous American Car & 
Foundry Co. 

Buying this common stock for speculation, one need 
pay attention only to the question of the trend of rail- 
road equipment buying. There is nothing else that need 
be pondered. American Car & Foundry has neither 
funded debt nor bank loans. Its preferred stock, of 
which there are 289,450 shares outstanding, is non-cumu- 
lative. Its working capital position, including cash items, 
is secure. 
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If economic recovery continues—and who can doubt 
it?—there will be more traffic and larger revenues for 
the railroads. Their equipment purchases, despite sub- 
stantial expansion last year, are still far under normal 
and have made but a moderate dent in the accumulated 
deficiency created by the obsolescence and under-main- 
tenance of the depression years. Quite apart from nor- 
mal replacement, the deficiency in freight cars is authori- 
tatively estimated at 400,000 and in passenger cars at 
6,000—a dollar total around $1,000,000,000. 

American Car & Foundry has long accounted for 
approximately 25 per cent of all railway cars made. 
With some forty efficient plants, foundries, forges, roll- 
ing mills and shops located in nine cities of the East 
and Middle West, there is every reason for confidence 
in the company’s ability to maintain its position. 

Moreover, while this is predominantly a_ railway 
equipment business, as inclusion of the word “Foundry” 
in the title implies, it is also much more than that. Its 
products include merchant bar iron, castings, forgings, 
interior wood work, car floats, motor boats, gasoline 
engines, street and subway cars, motor buses and motor 
trucks, and carburetors. This is an extensive list of 
products, leaning heavily to the side of capital goods in 
which the depression has been most acute but in which 
by the same token the opportunities for expansion over 
the next several years are the greatest. 

In the six months ended last October 30 the company 
earned profit of $729,376 or $2.52 per share on its pre- 
ferred stock. During the preceding six months profit of 
$1,148,803 was due in good part to delivery of subway 
cars to the City of New York, rather than to railroad 
business. Hence the smaller profit for the most recent 
six-months period is not indicative of a downtrend in 
any sense. For the six months ended October 30, 1935, 
loss of $1,731,318 was recorded. Earnings in 1930 
amounted to $5.44 per share on 599,400 shares of com- 
mon and for the 1926-1930 period, containing only two 
good railway equipment years, averaged a little over $4. 

The current price of 61—about the high for the 
vear—testifies to a confident consensus as to the 
outlook for the company, both near term and longer 
term. On the apparent potentialities, we regard it as a 
highly promising speculation and reasonably priced. 


Texas Corp. 


One of the largest and most successful oil companies 
in the world, Texas Corp., is in the enviable posi- 
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tion of having shown the best earnings last year since 

1929. Profit of approximately $28,000,000 for the first 

nine months of 1936, or $3.02 per share of outstanding 
stock, exceeded earnings for the entire year 1935 by 
$11,000,000 or 64 per cent. 

This improvement was due to larger production of 
crude oil, increased sales and better prices for refined 
products. Since fourth quarter conditions were favor- 
able, it is expected that 1936 profit will prove to have 
been around $4 per share, as compared with only $1.83 
per share in 1935 and by far the best since $4.90 per 
share was earned in 1929. 

The company is a completely integrated unit. It owns 
or controls through lease more than 7,400,000 acres of 
oil lands in this and foreign countries, not including a 
391% per cent interest in the Barco concession acquired 
last year. This concession covers 1,200,000 acres in the 
heart of Colombia. Texas production of crude oil totals 
around 50,000,000 barrels a year and reserves under- 
ground appear ample for many years to come. It oper- 
ates some 7,000 miles of pipe lines and has an interest 
in 1,300 miles more. It owns some 200 oil-carrying ves- 
sels. Tank car requirements are covered by long-term 
renewable lease. 

There are twenty-three Texas refineries strategically 
located and runs to stills last year are estimated to have 
been more than 80,000,000 barrels, the company pur- 
chasing part of its crude oil requirements. 

We have heard much in recent years of over-expan- 
sion of retail gasoline outlets, yet no one has exceeded 
Texas in this respect and it does not appear to have 
been a disadvantage, as judged by current earnings. It 
has some 40,000 retail outlets in the United States— 
in every state of the union—and is the largest such 
organization in the oil industry. The familiar red, white 
and green “Texaco” emblem is familiar to all motorists 
and the company has long built good will through 
aggressive national advertising via radio and _ publica- 
tions. In addition to all types of gasolines, lubricants 
and greases, products include asphalts, paving oils and 
surfacing materials, asbestos fiber roofing, asphalt shin- 
gles, asphalt paint, paraffine wax, rail preservative, 
liquid wax dressing, etc. 

The oil prospect for 1937 being favorable, at least as 
far ahead as it can now be judged, there is reasonable 
basis for expecting further gain in earnings of Texas 
Corporation. Selling at 53 or about thirteen times cur- 
rent earnings per share the equity is attractively priced. 





United States Rubber 


“ver since control of the United States Rubber Co. 
was acquired by the du Pont interests in the winter 
of 1927-1928 the enterprise has been undergoing a physi- 
cal and financial reconstruction. Even in the depression 
years the present management made great progress in 
revamping production facilities, cutting operating costs 
and paring down indebtedness. Now favored by the 
general recovery tide, the basic adjustments made are 
bearing increasing fruit. 

With a gain of 23.7 per cent in sales during the first 
half of 1936, as compared with the first half of 1935. 
the company was able to show an increase of 185 per 
cent in profits. Net income for the period was $2,187,902 
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or equal to $3.36 per share on the 651,091 outstanding 
shares of 8 per cent non-cumulative preferred stock. 
The comparable figure for the first half of 1935 was 
only $767,367. 

In 1935 the company earned $2,231,000, including 
$500,000 dividend from its rubber plantation subsidiary, 
despite non-recurring charges of more than $4,000,000. 
Since operating conditions were favorable throughout 
the second half of last year, it is certain that earnings 
for 1936 will make a highly gratifying comparison. 

Funded debt is approximately $54,000,000, a reduc- 
tion of $40,000,000 since the start of 1931. The next 
major development will be a capital readjustment plan 
for refunding some $51,000,000 in 5 per cent mortgage 
bonds, wiping out a capital deficit of $23,784,000 shown 
as of last June 30 and possibly exchanging the present 
8 per cent non-cumulative preferred stock for a con- 
vertible issue at lower rate. This plan would eliminate 
some burdensome restrictions in the indenture of the 
present 5 per cent bond issue, would virtually complete 
the company’s financial overhauling and would no 
doubt be followed promptly by consideration of divi- 
dends. Under preparation for some time, the capital 
readjustment was deferred upon adoption by the last 
Congress of the undistributed profits tax. The com- 
pany’s counsel holds that under the terms of its bond 
indenture it is not liable for this tax. 

As is to be expected, the common stock commands 
something of a premium. This is partly due to the pres- 
tige of du Pont affiliation, but is also due to the fact 
that speculation is more interested in the trend of earn- 
ings and in future potentialities than in current earn- 
ings. The trend for United States Rubber, as indicated 
both by its progress during the past several years and 
by the general economic outlook, is unquestionably 
favorable. We believe, therefore, that the common 
stock at 46 has not yet overly discounted the future. 


Anaconda Copper Mining 


Over a few short years the outlook for copper has 
changed amazingly. If there was any industry flat on 
its back in 1932, it was copper. The price of the metal 
had fallen to four cents a pound, or less than a fifth of 
the price it commanded in 1929. Stocks above ground 
were perfectly huge and at the rate that the metal was 
being consumed then it was hardly possible that they 
could ever be liquidated. However, production curtail- 
ment coupled without a marked increase in demand 
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has worked wonders. The price currently, both at home 
and abroad, averages roughly 12 cents a pound and 
even at this price the demand seems almost insatiable. 

As the largest single factor in the copper industry, 
the Anaconda Copper Mining Co. has closely reflected 
the metal’s fortunes. The company is a giant. It has 
four principal copper producing divisions: (1) the 
domestic properties in the vicinity of Butte, Montana; 
(2) the Chile Copper Co. whose mine is one of the 
greatest in the world; (3) Andes Copper which is also 
in Chile and (4) Greene Cananea whose operations are 
in Mexico. American Brass is the principal fabricating 
subsidiary, although Anaconda Wire & Cable, which is 
66% owned, also contributes substantially to profits. 
In addition to copper, Anaconda is an important pro- 
ducer of lead and zinc, gold and silver and does a large 
custom smelter business. 

In a preliminary report covering the first nine months 
of last vear, Anaconda showed net income of $9,940,132, 
after interest, depreciation, taxes and after depletion of 
timber, coal and other properties, but before depletion 
of metal mines. This was equivalent to $1.15 a share 
on 8,674,338 shares of common stock of $50 par value 
and compared with 91 cents a share in the corresponding 
previous period. In addition to the earnings reported, 
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the company in the first nine months of last year had an 
equity in the earnings of certain unconsolidated sub- 
sidiaries equivalent to 12 cents a share on its own stock. 
Although it is not easy to estimate Anaconda’s earn- 
ings because of the size and complexity of the business 
and because year-end adjustments introduce a further 
complicating factor, nevertheless it can be fairly assumed 
that the company will report close to $2 a share for the 
full year 1936. Dividends paid on the stock last year 
totalled $1.25 a share in all. 

The outlook for Anaconda continues bright, for the 
company has made the substantial gains recorded so 
far with comparatively little help from two of its great 
customers, building and the public utilities. Although 
building has recovered a good deal of lost ground on a 
percentage basis, it is still definitely subnormal and will 
have to become very much more active than it is at 
present, continuing its accelerated activity over a num- 
ber of years, before the country repairs the ravages of 
depression and meets the requirements of a larger popu- 
lation. The prospect is that building will continue to 
gain and that more copper and its alloys than ever will 
be employed. 
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Purchasing on the part of the public utilities has been 
held back because of the political persecution which 
these unfortunate companies have undergone. It is 
doubtful, however, if they can hold back expansion and 
improvement programs much longer whatever the state 
of the political question. Electric power output has been 
establishing record highs and, with further gains in gen- 
eral business clearly foreshadowed, it is unlikely that the 
new records will stand very long. Under such circum- 
stances it would seem that the public utilities must enter 
the market for materials and supplies in large quantities 
before long. 

There may be some danger to Anaconda in the auto- 
mobile labor situation, but at the worst production 
should not be interrupted long. As for all the copper 
purchased abroad in fulfillment of armament programs, 
it would seem that buying for this purpose could as 
easily become even heavier than dwindle away. On the 
whole, a profitable future for Anaconda over the next 
year or two appears assured. 


United Aircraft 


The United Aircraft Corp. came into being as the 
result of the cancellation of the airmail contracts early 
in 1934: prior to that time it had been the eastern 
manufacturing organization of the United Aircraft and 
Transport Corp. The company’s business may be 
divided into four major divisions: (1) Pratt & Whitney 
“Wasp” and “Hornet” engines, (2) Chance Vought, 
making military and naval type planes, (3) the Sikor- 
sky division, whose specialty is large amphibions and 
flying boats and to which is credited the development 
of the famous Pacific Clippers, (4) Hamilton Standard 
Propellers, both fixed and variable pitch. It will be seen 
from the diversified nature of the company’s operations 
that it is in a position to benefit from an increase in the 
demand for airplanes and accessories no matter from 
what direction it comes. 

United Aircraft already has been a beneficiary of the 
larger demand for both government and civil aircraft. 
Indeed, the business expanded so much that early last 
year the company was obliged to issue additional stock 
in order to bolster its working capital position. Sales 
for the first nine months of last vear at $17,000,000 were 
more than double those of the corresponding previous 
period. The net profit in the more recent nine months 
totalled $912,750, after depreciation, taxes and other 
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| Will Congress Swing to "Right" 


What Can Business Expect? 






or "Left"— 


The Legislative Line-Up 
as Congress Convenes 


BY THEODORE M. KNAPPEN 


ieee as there are compelling facts or existing legis- 
lation affecting him President Roosevelt enters the third 
session of Congress since his first election as president 
as a pretty much untrammelled leader, if not dictator. 
The word dictator has never appropriately fitted the 
present national executive, although it has been often 
applied to him in the fullest sense of the word. Actually 
his manner of life, action, administration and decision 
has never been dictatorial. It has always been constitu- 
tional even if it has approached at times 
the arrogant. And he has always had 
with him in Congress a large party ma- 
jority, willing and glad to support him 
in almost every decision and recom- 
mendation. 

Now, although his moral influence, as 
well as his practical power, is greater 
than it ever has been, observers have 
been surprised to find him rather more 
tolerant of opposition and considerate 
of hostile conviction than he was at the 
very height of his domination of Con- 
gress in 1933 and 1934. 

The President’s message clearly shows 
stiff adherence to most of the principles 
which have characterized the New Deal. 
but he left Congress confused as to his 
attitude toward the Supreme Court, 
even toward any amendment of the 
Constitution. The President’s remarks 
seemed to imply that none might be ne- 
cessary and yet most of the Democratic 
Congressional leaders had recently de- 
clared in favor of more power for Con- 
gress. This cryptic position is probably 
a warning to the extreme conservatives 
to make their peace informally with 
amenders. “Liberal” decisions by the 
court will preserve it from undue change. 

Money legislation opens the ball. 
Among the important special laws 
which by their terms expire this calen- 
dar year are the power given to the 
President January 30, 1934, in the so- 
called Gold Standard Act. At the 
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Rep. Wm. B. Bankhead, Alabama 
Speaker of the House 





Rep. Samuel Rayburn, Texas 
Majority Leader of the House 


same time the President is due to lose the Dollar Stabili- 
zation Fund which was derived from the profit of de- 
valuing the gold dollar which had stood since 1837. 
There seems to be no doubt that both of these authori- 
ties will be renewed, although it is probably true that 
the economists of America generally consider devalua- 
tion to have been a profound mistake Congress, the 
public, and a large sector of the banking community is 
in favor of it. So also with the business world, which 
probably leans at all times when not 
dominated by other opinions toward any 
financial or monetary policy which looks 
towards reflation or inflation. Despite 
all thought or talk to the contrary, and 
despite much talk about retrenchment 
and effective deflation, this administra- 
tion will be in 1937, as in its previous 
years, actually and practically in favor 
of inflationary objectives if not of infla- 
tionary processes. The Roosevelt pro- 
gram calls for cheaper and cheaper 
money—gold values down, prices up. 
So much is this true that it is now dan- 
gerous to assert without qualification 
that the Reconstruction Finance Cor- 
poration authority to lend after Feb- 
ruary 1 will not be renewed. It is not 
altogether reasonable to believe that 
government lending will be suppressed 
until unemployment is much less than 
it is now, recovery nearer conclusion. 
and building revival established on a 
large scale. 

The President’s Reciprocal Trade 
Authority will expire on June 12 and 
extension of this marked departure in 
national policies since Republican times 
can hardly be envisaged as expiring in 
the first year of the second Roosevelt 
term. If it is a sound policy too little 
has as yet been done under its authority 
and too much remains to be done. For 
example, all of the British Empire is 
outside the U. S. reciprocal pact with 
the single exception of Canada. The 
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President and Secretary Hull want to 
entrench freer and freer trade so deeply 
in national habit and practice that it 
will be well-nigh impossible for any suc- 
ceeding administration to turn back 
toward protectionism when the inevi- 
table favor for that political economic 
policy occurs. 

The Emergency Conservation Work 
(CCC) will certainly be extended by 
presidential mandates and congressional 
legislation. This is perhaps the most 
nearly universally popular of all the 
Roosevelt measures, and when it expires 
on April 1 it will be indefinitely ex- 
tended. 

Other laws of an emergency nature 
which Congress will have to deal with 
under presidential direction will be the 
tax on railroad payrolls, which is due to 
end February 28; termination of the 
Federal Home and Electric Farm Au- 
thority, February 1; power of Federal 
Reserve Board to issue federal reserve 
bank notes backed solely by govern- 
mental obligations. This last emer- 
gency power expires on March 8, and al- 
though public and expert opinion has 
veered profoundly toward governmental 
economic, particularly financial, regula- 
tion of business life, there will be a hot 
and bitter fight against it; even the great 
favor which inflation enjoys will hardly 
be strong enough to widen the field of 
the government’s debt as collateral for 
currency, that is to say, as more debt 
as collateral for more money. 

The Import-Export Bank will doubt- 
less be extended on June 16, as the 
President goes more and more vigor- 
ously after the lasting expansion of our 
foreign trade and plans its financing 
to be more and more governmental and 
less and less private. Incidentally it 
must be remem'‘ered at all times that 
the Roosevelt government is coming 
more and more to look upon practically 
all international financing with Ameri- 
can funds as a public rather than a 
private function and authority. 

It is not so certain that the moderni- 
zation loan authority of the Federal 
Housing Administration will be con- 
tinued after May 1, but the growing 
impact of the banking business under 
the Roosevelt administration, as_ big 
business comes more and more to court 
presidential favor, is likely to result in 
the repeal of modernization credit; on 
the other hand there seem to be some 
powerful influences that are making for 
the retention of the insurance by FH A 
by private modernization loans. The 
banks, particularly the smaller banks, 
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like the idea of virtual governmental 
guaranties of bank loans with the pub- 
lic’s money on top of like guaranties of 
deposits. 

Extension and amendment of presi- 
dential authority in respect of neutrality 
regulations are so certain and popular 
that the whole question is likely to be 
settled by the time this appears in print. 
It is plainly the popular will to give the 
President almost unlimited power to 
keep the United States out of any sort 
of a war—good, bad or indifferent— 
even if so intended legislation seems 
rationally certain to have a good chance 
of putting us into most any war on the 
wrong side. In the present mood of the 
American nation it would never fight 
the Revolutionary War, the War of 
1812, or even the Civil War; and any- 
thing like the World War of 1914-1918 
will be considered nothing less than 
authorized national murder. 

The Works Progress Administration 
expires by limitation at the end of the 
fiscal year, July, as does the National 
Youth Administration, also a large num- 
ber of excise taxes, reduced interest 
rates on the farm mortgages of the 
Federal Land Banks, the three-cent 
postage rate on non-local first class mail, 
and the Interstate Petroleum Contract. 
Chances are that the reduced interest 
rates will regain new life, that the high 
postage rate will be extended and that 
some kind of new legislation will be 
brought in to deal with the territory 
covered by the Interstate Petroleum 
Act. 

Works Progress Administration is to 
most people another phrase for money 
to burn. Something like Works Prog- 
ress, whether it has that title or not, is 
going to continue in the great name of 
Relief. WPA will no more die July 1 
than a cat with nine lives. This roister- 
ous spender will be on the spot early to 
ask Congress for $500,000,000 to fill the 
spending hole until the end of the year, 
and $750,000,000 more for each of the 
next two fiscal years. 

Taking the risk of repetition, many 
people need to be reminded that a little 
paragraph in the first Deficiency Ap- 
propriation Act of 1936 suppresses many 
upstart governmental agencies; that is, 
it suppresses them but Congress will 
probably have something further to say. 
Among the agencies sentenced to die 
the day they were resuscitated in 1936 
are the Reconstruction Finance Cor- 
poration Mortgage Corporation, the 
Federal Home Loan Bank Board, the 
Home Owners Loan Corporation, the 
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Federal Savings and Insurance Corporation, the Federal 
Housing Administration, the Federal Farm Mortgage 
Corporation, the Commodity Credit Corporation, the 
Surplus Commodities Corporation. 

Legislation will be driven forward at high pressure so 
as to accomplish as much as possible before the fight- 
loving Democrats (for lack of alien enemies) begin to 
devour each other and their pet projects. While in a 
way it seems to be true that the Rooseveltites no longer 
cultivate radicality for the sake of being prominently 
radical in the front yard, no one dreams that the Presi- 
dent is going to let up on his left inclination. He is 
going to be just as left as ever, but he is not going to 
work at it quite so much and so hard—one reason being 
that it is now generally accepted, at home and abroad, 
that the United States has gone left for another four 
vears, if not forever. So just jot down in your note- 
books some of the points in a proletarian speech which 
the President made the Saturday night before election 
in Madison Square Garden. For these things “we have 
only just begun to fight” (keep this list for checking 
purposes): shorter hours and higher wages, exit of child 
labor and the hated sweatshop, collective bargaining 
with a whoop, abolition of commercial monopoly, de- 
struction of unfair competition and nasty and dishonor- 
able trade practices, cheaper electricity and more of it, 
cheaper transportation, low interest rate, easier home 
financing, improved variety of banking, and still better 
securities regulation, on with the reciprocal trade agree- 
ments, out with the slums for all time, sensible regula- 


tion of crop surpluses, better all-around land use, re- 
forestation, conservation of water, regimentation of 
drouths and floods, crop insurance (only wheat at first), 
ideal marketing facilities for farmers, encouragement 
for farm cooperators—which arouses no enthusiasm in 
country towns and villages. 

The nub of the endless talk about amending the Con- 
stitution and circumscribing or packing the Supreme 
Court is an active program to amend the Constitution 
so that labor can get everything it wants and nothing it 
doesn’t want from the Federal Government. Somehow 
or other the Wagner Labor Relations Act, the Securities 
Echange Act, and the Public Utility Holding Law will 
be bolted into constitutionality. 

Transferred to a Department of Agriculture the 
altruistic Resettlement Administration, with Tugwell 
out and stuck in sugar, will keep the agricultural world 
stirred up. The President is strong for regeneration of 
rural people and economics. Dr. (Divinity) Will Alex- 
ander has his ear, and intimate friends of the President 
say that it is almost impossible to get him to talk about 
anything but rural regeneration. There seems to be lit- 
tle doubt that Senator Bankhead will successfully bring 
out again his bill for the elimination of rural tenancy. 

The President will find no rivals of his stripe and 
aliber in the whole of Congress. The selection of Ray- 
burn as majority floor leader of the House is the key to 
that human aggregation in Congress. It has the usual 
number of official leaders but it has no home bosses. In 
the first place the rank and file will not be bossed by 

anybody but the President and 
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A New Set-Up in the Far East 


Recent Developments in China and Japan 


and What They Mean to the United States 


BY GEORGE E. ANDERSON 


Ss the events in the Far East during recent months two 
developments stand out very clearly. The treacherous 
kidnaping of Chiang Kai Shek, China’s military leader 
and virtual dictator, aroused in the Chinese people a 
unity of spirit and action unprecedented in their modern 
annals if not in the whole of Chinese history. In con- 
trast, Japan met the resulting international crisis by a 
course of shilly-shally approaching panic, culminating 
not in the military action 

to which the world has be- 

come so accustomed but, 

of all things, consultation ‘ 
with Germany. True, the 
latter was in keeping with 
the recent treaty between 
Germany and Japan which 
on its face deals with op- 
position to communism; 
but since when has Japan 
consulted with any other 
nation with respect to 
China? 

These two developments 
represent a change in the 
political situation in the 
Orient which reflects in- 
creasing unity and strength 
in China and _ increasing 
political demoralization in 
Japan, both carrying impli- 
cations of a material modi- 
fication of the military po- 
sition of the two countries and the political and military 
position of the United States in the Pacific. One need 
not delve very far in the politics of the Pacific to realize 
that any lessening of the military and political pressure 
of Japan upon China marks a change in policy which re- 
acts immediately upon the defensive measures of the 
United States. 

Japanese policy towards China is the spear point of its 
general international policy. Its efforts to secure the 
hegemony of the Far East are the measure of its spread- 
ing imperialism which threatens the safety of American 
island interests in the Pacific and that freedom of com- 
mercial intercourse which is the heart of American policy. 
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Japanese Naval Preparedness 


Once Japan adopts a more peaceful attitude towards 
China there is fair prospect of a better understanding 
between Japan and the United States and the pursuance 
of that policy of the “good neighbor” which the govern- 
ment at Washington wishes to pursue but which seems 
impossible so long as it faces a truculent, imperialistic, 
militaristic power on the other side of the Pacific. 

An observer might be inclined to question the scope 


and permanence of the 
! change suggested by the 
1 course of Japan with re- 


spect to the Chang-Chiang 
episode if it were not for 
the fact that it coincides 
with other events indicat- 
ing a reversal of Japan’s 
tactical policy towards 
China as well as a reversal 
of China’s policy towards 
Japan. One week previous 
to Chang’s coup at Sian-fu 
a representative of the Ja- 
panese Foreign Office an- 
nounced at Tokio that Ja- 
pan had _ withdrawn its 
major demands upon China 
which have been threaten- 
ing the peace of the Far 
East and, incidentally, of 
the world. This statement 
is the anti-climax of a move 
on the part of Japanese 
military authorities, running back to and even beyond the 
seizure of Manchuria in 1931, to improve their position 
in north China and in the border lands between Chinese 
and Russian territory as against possible war between 
Japan and the Soviets. Pressure to this end has been 
constant, in varying forms, under various schemes, and 
always with military force back of it. In the fall of 
1935, in connection with a threatened invasion and seiz- 
ure of most of north China as a climax to this movement 
of many vears, Japanese military authorities engineered 
a plan for the establishment of “autonomous” govern- 
ment in the north China provinces which would be more 
friendly to Japan than the existing administrations. As 
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usual, the demand was accompanied by threats of mili- 


tary action. Further pressure was brought to bear on 
Nanking by Japanese-protected smuggling which be- 
came a serious threat to Chinese finances. In the con- 
ciliatory policy which it has followed as a matter of 
necessity, the government at Nanking conceded a cer- 
tain degree of autonomy “in principle” but the results 
have not been up to Japanese expectations. 

In September there was a series of murders of Japan- 
ese subjects which the Japanese claim were the result of 
anti-Japanese agitation intensified by the threat of the 
southern provinces of Kwantung and Kwangsi to secede 
from the central government at Nanking unless the lat- 
ter went to war with Japan to stop further aggression. 
In order to protect their countrymen the Japanese au- 
thorities landed troops at Pakhoi in south China and at 
Hankow in the Yangtse valley. They used the situation 
not only to claim monetary and punitive satisfaction for 
the murders, which China was ready to grant, but also 
to renew their demands for autonomous governments in 
the northern provinces. At the same time they de- 
manded the right to co-operate with the Chinese armies 
in the suppression of communism in China, including 
the presence of Japanese with Chinese troops in military 
movements to that end, and various other concessions 
as to local governments which together constituted a 
serious impairment of Chinese sovereignty. 

For the first time in forty years or more China’s reply 
was an emphatic “no.” Since that time Japan has ex- 
erted all possible pressure short of war to secure ac- 
ceptance of its demands. Military pressure has been 
exerted by an attack upon the northern province of 
Suiyuan by “irregulars” from Manchukuo and Charhar 
undoubtedly sponsored by Japanese military authorities. 
Chiang met this move by supporting Suiyuan in its re- 
sistance to the attack, standing ready to throw his entire 
army into the struggle in spite of the fact that the Japan- 
ese military authorities have required, under a truce fol- 
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lowing troubles in north China two years ago, that none 
of Chiang’s troops should move north of the Yellow 
River. This was outright defiance. Further pressure 
was brought to bear by increasing Japanese garrisons in 
north China, by elaborate manoeuvers of Japanese troops 
in and about Peiping, by the landing of marines at Tsing- 
tao in connection with a cotton mill strike, by constant 
threats on the part of Japanese military authorities. 
One by one these attempts at coercion have failed, much 
to the loss of Japanese prestige. Contrary to its wont, 
Japan has done nothing about it. In the meanwhile nego- 
tiations at Nanking were pressed by the Japanese with- 
out success. Week by week their demands were gradu- 
ally modified but without concession from the Chinese. 
On December 5 the Japanese Ambassador departed from 
Nanking admitting failure to reach an agreement and the 
negotiations were closed except in the polite diplomatic 
fiction of being subject to renewal in the indefinite fu- 
ture. On December 10 the announcement was made 
that the major Japanese demands had been withdrawn. 
In other words, Japan ran a bluff in its demands of last 
September and the bluff was called. For the first time in 
all recent history Japan is unwilling to openly break the 
peace. In a similar reversal of policy China seems ready 
to fight. Two lines of explanation for this reversal are 
open. One is that of international alliances, the other 
that of changed conditions within the two nations. 
China is now more united than it has been for genera- 
tions, certainly more than at any time since the fall of 
the Manchus. Gradually,—by force, persuasion or pur- 
chase,—Chiang Kai Shek has won over the military 
satraps who have been the plague of the country for the 
past quarter of a century. By overcoming the incipient 
rebellion in south China last July by a show of force and 
putting his own representatives into the key positions in 
the provincial governments he consolidated his position 
in that sector. This enabled him to reach an agreement 
with leaders in north China which might have threatened 
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his control. The sole exception has been the former dic- 
tator of Manchuria whose attempt at disunity has just 


; been suppressed, thus putting an end to the last remnant 


of opposition. 

The chief unifying force in Chiang’s campaign for full 
domination has been pressure from Japan and his present 
policy, accordingly, works to confirm and strengthen his 
hold upon the government and people. On November 
30 all China celebrated the birthday anniversary of its 
leader with peculiar significance. The chief event was 
the presentation to Chiang of fifty war planes bought 
by popular subscription. The funds for this presentation 
represented the contributions of every class of the popu- 
lation in practically every part of China. Cities, as such, 
made contributions; provinces likewise. Groups as such, 
Bhuddists, Christians, Confucionists, various guilds, 
Chambers of Commerce,—all sorts of groups. Workers 
in Shanghai gave a day’s pay to the cause. Altogether 
a million and a half dollars was raised in this manner 
and expended upon war planes. More contributions are 
coming in and the fifty planes presented Chiang on 
November 30 were only a part of the result of this na- 
tional movement which is expected to produce in all at 
least a hundred combatant machines. Any one familiar 
with Chinese character and customs can understand 
what this means. 


The Chinese Armies 


As a result of this national unity Chinese armies can 
now be employed against a national foe. Moreover, its 
armies,—not long ago mere ragged, straggling, mobs,— 
are well trained along modern lines, increasingly well 
equipped with modern armament; and they are veterans. 
The stand of the Nineteenth Route Army against the 
Japanese at Shanghai is evidence of what may be ex- 
pected of at least much of it. As for Chiang, one of our 
official observers not given to praise of the Chinese 
expresses the deliberate opinion that he has more whole- 
hearted support of the Chinese people than any other 
leader in its history. The events of the past month 
have confirmed this opinion. 

In contrast to this rather astonishing picture of in- 
creased unity in China is increasing demoralization in 
Japanese national life. Japan has the reputation of 
having a strong army and a strong navy with the most 
modern equipment in either case. There are well in- 
formed military and naval authorities who are of the 
opinion that in a supreme test neither branch of the 
war services will be able to use its splendid equipment 
efficiently, especially in aviation. For some reason the 
Japanese make relatively poor flyers, while the Chinese 
give promise of excelling in the air. 

Assuming that the war services are all that they are 
supposed to be, however, the nation is torn by conflict- 
ing policies. Until the attempted and largely successful 
assassination of the members of the Cabinet a year ago 
the war services dominated Japanese national life, but 
only with increasing opposition from powerful civil 
groups,—opposition which gave rise to the movement 
to destroy the government by methods of murder. The 
assassinations of a year ago were merely the climax of 
similar attempts to put down all opposition to the mili- 
tary dominance of the country by murder. As this is 
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written fifty-four soldiers, sailors and civilians are under 
trial at Tokio for plotting the murder of the entire 


Cabinet in July, 1933. For a decade or more leaders 
who have displayed a broader view of Japanese national 
policy than that entertained by the dominant military 
faction have been removed by assassination. Neverthe- 
less, opposition to war policies, aggressions in China, 
truculent treatment of other nations, military imperial- 
ism, have continued. What may be termed the peace 
party in Japan has been increasing in strength, especial- 
ly since the revolt in the army and the murderous out- 
break of last spring. Civil authorities with a broader 
outlook on world affairs seem to have been gaining the 
upper hand. The transfer of General Doihara, roving 
Ambassador and spear head of the military party in its 
dealings with China, to other duties several months ago 
was significant. There is such a marked difference in 
opinion, outlook, and policy between the military and 
civil elements in Japan’s government that the Chinese 
officially declare that any settlement of their differences 
with Japan is impossible until it is known which element 
is to dominate. 

There are differences over civil government policies. 
Japan’s whole foreign policy has been brought into ques- 
tion and the climax was reached on December 9 when 
the government’s course was challenged before the Privy 
Council in the presence of the Emperor. Criticism was 
directed particularly toward the new “anti-communist” 
treaty with Germany concerning which the government 
was accused of giving much and getting little and charg- 
ing that the treaty involved the government in the dan- 
ger of being drawn into European complications,—a 
danger which Japan has never heretofore sought to 
avoid. Japan’s anxiety as to communism is real. The 
condition of Japanese agri- (Please turn to page 458) 
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The Trend Toward 
a Managed Curreney 


BY MARCUS NADLER 


Professor of Finance, N. Y. U. 





Tx recent action taken by the 


Treasury of the United States to 
sterilize imported and _ newly 
mined gold insofar as it affects 
the reserve balances of member 
banks is another step in the long 
line of measures adopted in this 
country towards the _ establish- 
ment of a managed currency. 
The chief aim of monetary 
policy in most countries is to 
establish a currency which would 
assure internal stability, mitigate 
the swings of the business cycle 


j : prospect. 
and at the same time permit the 


The tendency toward managed currency is 
world-wide. The United States is no exception 
to the trend. Although it may not be com- 
monly realized, we have, by various govern- 
ment moves, drifted markedly toward those 
principles so prophetically laid down in the 
famous MacMillan report of 1931. 
article Dr. Nadler explains this evolution and 


throws an interesting light on the credit 


ing exchange rates are undesir- 
able and that a fairly stable ex- 
change is mutually advantageous. 

Great strides have been made 
in recent years to increase the 
power of the government and of 
the central bank authorities over 
the volume and flow of credit. 
Credit control may, for conven- 
ience sake, be divided into two 
main forms: (1) Quantitative 
credit control which deals with 
the problem of increasing or de- 
creasing the volume of credit 
through broadening or narrowing 
the credit base, and (2) Quali- 


In this 





maintenance of relatively stable 
exchange rates. Managed cur- 
rency in its broad sense means (1) the control of the 
volume and use of credit internally and (2) the chang- 
ing of the external value of the currency with a view of 
influencing the international flow of credit and of com- 
modities, and to insulate the internal economy from 
external causes of disequilibrium. 

While considerable progress has been made in most 
countries towards the internal control of credit, so far 
the establishment of a managed currency in a sense that 
its international value fluctuates at the will of the gov- 
ernment has not been achieved. A managed currency 
in this sense existed only in the United States during 
the short period from April, 1933, to January 30, 193 
Even Sweden, which is usually given as the outstanding 
example of monetary management, pegged the value of 
the kroner in relation to the pound shortly after it aban- 
doned the gold standard. 

Managed currency today therefore deals primarily 
with the control over the internal movement of bank 
credit. The Tripartite agreement, concluded on Octo- 
ber 13, 1936, between the United States on the one hand, 
England and France on the other, and which was later 
joined by Holland and Switzerland, is further indication 
that at least for the time being the leading democratic 
countries of the world have realized that highly fluctuat- 
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tative credit control which deals 

with the problem of regulating the flow of credit into cer- 
tain channels and preventing it from flowing into others. 
In addition to the open market operations which were 
freely used duriag the 20’s, and during the depression, 
new powers of quantitative credit control have been 
recently granted to the central bank authorities and to 
the Treasury. Most important of the new powers of the 
former is of course the authority to raise reserve require- 
ments. Under the Banking Act of 1935 the Board of 
Governors of the Federal Reserve System has the power 
to double the member bank reserve requirements in 
force on the date of enactment of this law. Thus far, 
the reserve requirements were raised by 50 per cent, 
effective August 15, 1936, and a further increase is to be 
expected in the not distant future. This new authority 
enables the Board of Governors of the Federal Reserve 
System to contract the credit base of the country. For 
example, if under present conditions the Board of Gov- 
ernors were to raise the reserve requirements to the full 
limit permitted by law, and if in addition the Reserve 
banks were to sell out of their portfolio about $800,- 
000,000 of government securities, all excess reserve bal- 
ances of the member banks would be wiped out and 
many banks would have to borrow from the Reserve 
banks, thus making the discount rate again an effective 
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credit control measure, as it is not at the present. 

Under present conditions, the Treasury, too, has con- 
siderable influence over the money market. As is well 
known, the Treasury holds $1,800,000,000 of gold in the 
exchange stabilization fund. The spending of this gold 
in one Way or another by the Treasury would auto- 
matically increase the reserve balances of all the mem- 
ber banks and thereby tend to broaden the credit base 
of the country as a whole. 


The Treasury and the Money Market 


The recent device of the Treasury to render newly 
acquired gold “inactive” must also be considered as a 
measure of quantitative credit control. The procedure 
of this new arrangement is as follows: The Treasury sells 
treasury bills and with the proceeds buys the gold mined 
in or imported into this country. Since treasury bills 
are purchased primarily by the banks which pay for 
them with Federal Reserve funds, it immediately results 
ina decline in reserve balances of the member banks 
with the Reserve banks. The Treasury checks drawn 
upon itself and issued to the sellers of the gold find their 
way into the banks either directly if the banks are the 
sellers of the imported gold or indirectly when non-bank 
sellers deposit them with the banks. The banks in turn 
deposit the checks with the Reserve banks thereby in- 
creasing reserve balances with the Reserve banks. The 
net effect of these transactions therefore is that reserve 
balances remain unchanged while the volume of deposits 
is increased. While this method of paying for gold by the 
Treasury precludes the newly acquired gold from broad- 
ening the credit base of the country, it does not prevent 
the inflow of gold from creating deposits, except when 
the bills sold by the Treasury are purchased by others 
than banks. The fact that the gold sterilization process 
recently adopted by the Treasury merely prevents an 
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inflow of gold from increasing reserve balances but not 
from increasing deposits is of great concern to the Re- 
serve authorities as well as to the government because 
they realize that the inflow of foreign funds could influ- 


ence security prices. Hence the search in Washington 
for measures to prevent further inflow of foreign funds. 


Social Security a Factor in Money Market 


Aside from the banking and monetary legislation, 
other laws recently enacted have indirectly given the 
government additional power over the money market. 
Of these laws the Social Security Act must be considered 
as one of the most important. As is well known, under 
the Social Security Act the Old Age Reserve Account 
will accumulate large amounts each year. Under the 
law the funds of the Old Age Reserve Account must be 
invested in United States Government or United States 
Government guaranteed securities yielding 3 per cent. 
Since at present no government obligation can be bought 
in the market on a 3 per cent yield basis the government 
can issue to the Old Age Reserve Account 3 per cent 
bonds at par and use the funds to redeem maturing 
government obligations. If these obligations are bought 
from the banks it would result in a corresponding decline 
in the volume of deposits. This can be seen by tracing 
the process caused by the operation of the Social Secur- 
itv Act. The payment of social security taxes decreases 
individual deposits and increases government deposits. 
If the government takes these deposits and buys from 
the banks government securities then the balance sheet 
of the banks would show on the asset side a decline in 
government securities and on the liability side a decline 
in total deposits. Hence, while the Banking Act of 1935, 
the Exchange Stabilization Fund and the recent mea- 
sures adopted by the Treasury to sterilize gold give the 
Reserve authorities and the government considerable 
control over the amount of reserve balances of the mem- 
ber banks with the Reserve banks, the Social Security 
Act and particularly the accumulation of large funds in 
the Old Age Reserve Account will in the future enable 
the government to control the volume of deposits. This 
in itself would be a measure of quantitative control. 

However, operations under the Social Security Act 
could also assume the character of qualitative credit 
control. For example, if the Federal Treasury, after 
issuing its own 3 per cent bonds to the Old Age Reserve 
Account, uses the funds not for the purchase of govern- 
ment securities but, let us say, for the building of homes, 
or the construction of public utilities, it will direct the 
flow of funds into branches of economic activity deter- 
mined by it. In view of the fact that over the course of 
the next few decades the Old Age Reserve Account will 
under the present scheme accumulate about $40,000,- 
000,000, the influence which the shifting of funds into 
channels desired by the government can have on the 
economic life of the country can easily be imagined. 

Considerable progress has also been made in increas- 
ing the power of the Reserve authorities over the direc- 
tion of the flow of credit. The outstanding example of 
qualitative control in force at the present time in the 
United States is the power of the Board of Governors of 
the Federal Reserve System to force banks to refrain 
from making additional loans (Please turn to page 457) 
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Building new locomotives in the American Locomotive Works 


The Industry That Has Furthest to Go 


Big Year Ahead for Locomotive Builders 


EF... many industries the year 
just past was the best since 1929; 
for others it was the best since 
1930. To the industries thus fa- 
vored, 1936 marked a substantial recovery from sub- 
normal business volume and earnings. Yet the loco- 
motive division of the railway equipment industry, with 
the largest volume of orders booked since 1930 was 
still operating on a basis less than 50 per cent of normal. 
Without detracting from the encouraging implications 
of the greatly enlarged volume of new locomotive orders 
in 1936, the showing last year was relatively better only 
because it contrasts vividly with the drastically re- 
stricted operations in the years subsequent to 1930. 
The contention, however, that the industry has the 
furthest to go in the direction of recovery would be 
meaningless were it not supported by indications of 
increasing acceleration this year. In fact the position 
of the industry at this time may be likened in some 
respects to its principal product—slow and laborious 
in starting but once under way with a full head of 
steam it would be capable of displaying some real 
speed, and may even set new records. 

Two main factors govern the 1937 prospect for the 
locomotive industry: first, a demonstrable shortage of 
serviceable locomotives and, second, the increasing abil- 
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there a 
A. BARNES ity of the railroads to afford ner 
equipment as traffic and revenis} j_—_— 
improve. Without the latter, d 13 
course, the effectiveness of the 
former would be of slight consequence. - 
The upward trend in railroad traffic and income, I 
which contributed so importantly to the revival d 
the railroad equipment industry last year, is unlikely 10 
to experience any serious interruption this  yeat. 
With the elimination of surcharges, however, gail ? 
will be less pronounced than might otherwise be wit n 8 
nessed, but it is quite possible that the effects of thep JE 
recent I. C. C. action may be largely mitigated by inf [5 7 
creased traffic. Moreover, there is a possibility that the} |} P 
I. C. C., may later grant some specific rate increases} |} « 
also lower rates may enable carriers to regain som] | 5 
portion of the traffic now being carried by competing} | 3 
mediums. Although railroad labor costs are likely tof 7 4 
be threatened by the introduction of railway labor : 
legislation in Congress, the enactment of such legisla 
tion in the face of reduced rates would hardly be cor 2 
sistent. Two significant factors stand out in the current 
railroad prospect. The greatly increased operating efl- | 
ciency of the carriers and the probable extension of | 
the recovery in the heavy or durable goods industries L 
Last year Class 1 roads, with gross revenues nearly | = 
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rer cent above 1935, were able to show an increase of 
9 per cent in net operating income, despite taxes which 
vere 29 per cent higher than in 1936. The revival of 
most of the important durable goods industries last 
ear contributed decisively to the gain in railroad traffic. 
Barring unforeseen developments of an adverse nature, 
hese industries appear certain to extend their gains this 


or 


ear. Moreover, many orders placed in 1935 for heavy 

oods and materials will be delivered in the early months 

i the current year. 

Given the benefit of increased traffic, larger earnings 

nd improved credit, railroads assuredly will enlarge 
heir equipment purchases. New equipment of every 
ype has become a vital necessity in order to restore 
he normal size of our national railroad plant. Railroad 
management has become more competitively alert, 
pwakening to the realization the effectiveness of their 
forts to regain traffic from trucks, buses, etc., requires 
he advantage of the speed, efficiency and lower oper- 
ating cost of up-to-date rolling stock and other equip- 
ment. Should only a fair proportion of the potential 
demand for new locomotives, alone, materialize in actual 
orders it would be sufficient to enable the leading 
Nocomotive builders to operate at capacity levels for 
rsome months to come. 

At the beginning of 1935, out of a total of 48,304 
locomotives of all types over 88 per cent were more 
than 10 years old; 43.5 per cent were more than 20 
years old; and more than 34 per cent were older than 
5 years. Since 1924, the number of locomotives retired 
"by Class 1 roads has in every year greatly exceeded new 
installations. Moreover, reflecting the increasing re- 
quirements of rising traffic, the number of serviceable 
locomotives in storage at the end of last October totaled 
only 2,683, as compared with the peak of 11,660 in 
July, 1932. Yet at the height of the business peak in 
1929, more locomotives in storage were available than 
there are at the present time. Early in 1930, only about 
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Statistical Highlights of Three Leading 
- Locomotive Companies 


American Baldwin Lima 
Funded Debt. .. None None 
In process of 
Preferred Stock $35,196,100 None 
4 Reorganization 
Accum. Pfd. Divs... 26.75 per sh None 
See Text. 
Common stock............. 767,900 shs- 211,057 
Deficits 1931-1935 inc........... $13,500,000 $17,880,000 $3,970,000 
Estimated Results 1936...... $4 per sh. pfd. Reduced deficit Small profit 
New locomotive orders received 1936* 159 142 83 
Recent Price........ 44 9 60 
Price Range 1936 
| ee 483 11%, 63% 
Low 2314 2% 25% 


* Preliminary reports, including foreign orders. 





8 per cent of serviceable locomotives were in need of 
repairs, whereas last October nearly 19 per cent of the 
total locomotives in service were in need of repairs. 
From 1925 to 1929 inclusive, new locomotives purchased 
by the railroads averaged 1,157 anuually. From 1931 
to 1935 the average dropped to less than 10 per cent 
of the pre-depression level, and during the more recent 
period nearly 10,000 more locomotives were retired than 
were placed in service. The conclusions to be drawn 
from the foregoing comparisons are obvious. 

Not alone necessity, but the greater efficiency of 
up-to-date locomotives should prove an impelling fac- 
tor in swelling the volume of new orders. The achieve- 
ments of several crack diesel-powered passenger trains 
such as the Burlington “Zephyrs” have been vividly 
dramatized and publicized, but they should not obscure 
the improvements and refinements which have been 
made in the more conventional steam and electric loco- 
motives. The modern locomotive is capable of greater 
speed and hauling capacity with a more economical 
use of fuel and reduced maintenance costs—all important 
advantages in the competitive position of the railroads. 

The strong promise of new business in sharply rising 
volume for leading locomotive manufacturers has not 
been overlooked in the market appraisal of their shares 
and during the closing months of last year sizable 
advances were scored. If it is conceded, however, that 
the locomotive industry still has the furthest to go 
of most recovering industries, prevailing quotations for 
their shares do not appear unduly optimistic and com- 
mitments made at this time with a view to retention 
over the next ten to twelve months may well prove 
quite profitable. This group of issues also suggest them- 
selves as desirable mediums for switching from indus- 
tries of a relatively more static character. 

There are three companies primarily engaged in the 
manufacture of locomotives. Leadership in the industry 
is shared by American Locomotive and Baldwin Loco- 
motive, and while by contrast Lima Locomotive is con- 
siderably smaller, that company’s record during the de- 
pression has been somewhat better. 

Tangible evidence of the extent to which the business 
and profits of American (Please turn to page 461) 


421 











WASHINGTON SEES 


No weakening of anti-trust laws, but some 
revival of N R A features. 


Possibilities of relief in the Government 
vs. Utilities fight over rates. 


Motor strike forcing show-down on collec- 
tive bargaining. 

Patman Bill may be modified, but no 
change in price discrimination features. 


Various tax measures to be modified at this 
session, but no relief on personal in- 
come levies. 


Neutrality Law as proposed may hurt busi- 
ness somewhat, but peace is worth the 
sacrifice. 





Anti-trust revision now being talked in near-high 
places. Laws will not be weakened, no abandonment 
of basic prohibitions again monopolistic tendencies, re- 
straint of trade, unfair trade practices. Suggestion is 
that limited legislative power be delegated to Federal 
Trade Commission to interpret statutory terms and 
apply to specific industries and situations. Industry 
“codes” could be approved, binding on all, with enforc- 
ing and amending power retained by Government, not 
given to industry as in NRA. Fair competition would 
include labor standards — minimum wages, maximum 
hours, child labor ban, etc. No production control, no 
price fixing, but maybe some stoppers to destructive 
price cutting. Trade associations are advocating some 
such plan, and several Administration advisers are 
openly sympathetic. 


Power yardstick is doomed if Congress enacts bill, 
strongly endorsed by President last spring, to give Fed- 
eral Power Commission complete authority to fix rates 
for sale of electricity from all Federal dams. This is 
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important appendix to bill to complete Bonneville dam, 
favored by Northwestern legislators. Would end much 
of present T VA internal controversy and bring hop 
for end of war between Government and _ utilities in 
TVA area. Utilities trust F PC far more than TVA. 


Collective bargaining definition may be forced from 
Administration by auto strike. John Lewis thinks it 
means all industry must bargain with entire bloc of 
CTIOunions. General Motors executives, and most bus: 
ness men, think it extends no farther than an individual 
plant. Sit-down strike technique is new problem, may 
get involved in courts. Is it a strike or form of picket: 
ing? When minority of employees, lacking strength fo 
a strike, can keep majority by sit-down tactics, is that 
collective bargaining and majority rule? Answers maj 
prove embarrassing to Administration. 


Patman Bill divorcing manufacturing and_ retailing 
probably will be modified from form outlined by Rep- 
resentative Patman in recent MAGAzINE OF WALL Street. 
Prevailing suggestion now is to give Federal Trade Com- 
mission power, after investigation, to order certain 
manufacturers to divest selves of retail functions where 
such is proved to have monopolistic tendencies or to 
compete unfairly with independent merchants. 

No change in Robinson-Patman price discrimination 
law will be permitted at this session, say its backers. 
not even “clarifications,” which might contain jokers. 


Tax talk starts with opening of Congress, as always. 
with usual predictions of leaders for no important 
changes. But they may be more nearly right this year 
than last three. 


General tax revision now seems less likely than a few 
months ago, though Treasury will be ready with Admin- 
istrative changes whenever Congress is. So much other 
legislation slated, so little knowledge of future revenue 
needs, so much work involved, that revision probably 
will be put off. 


There will be a tax bill later in the session, forced by 
expiration of excise “nuisance” taxes if by nothing else. 
Government needs the $400,000,000 brought by _ this 
group which terminate June 30. Will sacrifice some 
$25,000,000 to get rid of those Treasury considers nui 
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‘cance because of small yield. On this basis those more 
‘likely to lapse include brewer's malt, fur, jewelry, radios, 
Q phonograph records, refrigerators, sporting goods, chew- 


2 


ing gum. Among those the Treasury will seek to have 
extended another two years are lubricating oils, gasoline, 
automobiles, tires, toilet preparations, theater tickets, 
wire communications, oil transportation. Regulatory 
taxes, like firearms, oleomargarine, petroleum refining, 
will be retained. Will be battle over electrical energy 
tax, a revenue producer but contradictory to Adminis- 
tration’s cheap power policy. 


Undistributed earnings tax on corporations may be 
modified slightly, not repealed. Treasury will resist all 
changes, but pressure will be strong when nation makes 
March 15 tax returns and learns effects of law first hand. 
Most probable modification is easing for corporations 
with impaired capital, provided there is any agreement 
on what this means. Slightly less probable is exemption 
for corporations in debt even though not under contract 
to pay debts before dividends. Little or no chance for 
exemption for earnings used in plant expansion—that 
would fly in face of Administration policy of preventing 
capital expansion out of earnings. 


Capital gains tax revision, but not repeal, sentiment 
is growing in Important quarters. When any revenue 
bill comes along this will be tacked on, may carry. 
Reason is more its influence on market than sympathy 
with taxpayers. 


Personal income tax schedules probably will not be 
touched. This will go over with general overhauling of 
revenue structure. Neither broadened to catch 
lower incomes nor more soaking of rich with surtaxes 
isin the cards this vear. 


base 


Scores of tax bills have already been introduced. 
Scarcely one will be taken seriously... They represent pet 
hobbies and interests of favored constituents. Congres- 
sional committees will take their cues largely from Trea- 
sury and White House on tax matters this year again. 


Social Security Tax changes not expected this year. 


Wide World Photos, Inc. 





Attitude is: give them a trial, see how plan works, let 
Supreme Court speak. S. S. Board’s recommendations 
for legislation, due in fortnight, rumored to deal only 
with technicalities, administrative details, no policy 
changes. 

But sooner or later, perhaps next year, pressure will 
become irresistible for lowering these payroll taxes, or 
at least preventing such high and rapid step-ups as now 
provided, and for Government subsidy to the fund to 
offset lower employee-employer contributions. This will 
forestall complaints of too-big reserve fund, permit 
higher pensions than would be earned by workers retir- 
ing in first years of present plan, possibly extend pen- 
sions to classes now exempted. 


War profits tax this session is a good bet. Congress 
seems set for any anti-war legislation. Idea is to have 
a special tax system to take effect automatically on 
declaration of war with drastically high rates on every- 
body, perhaps intentionally confiscatory in some cases. 
Dual objects: finance war if there is one; prevent “big 
business” from forcing or leading us into war in hope 
of profiteering. 


Neutrality will hurt business if law goes through as 
drastic as seems probable. Argument over automatic 
or discretionary embargoes is big issue, with effect on 
business and finance only minor. Ruling idea is: trade 
during war gets us in war; to keep out of war keep out 
of trade. Also keep out of war financing, war shipping, 
and use of belligerants’ vessels. This will be somewhat 
adverse for business (short-time view) in case of major 
foreign conflict but feeling in Washington is that U. 5. 
is ready to pay this price for hope of peace. 


Landis stays in S E C till end of his term in June, 
but may leave then. While a New Dealer, he is sympa- 
thetic to problems of business and finance, willing to 
make progress slowly, an invaluable balance wheel to 
more radical officials in the commission. 


Prison goods decision of Supreme Court will be used 
as lever for more Federal 


(Please turn to page 464) 





To Administer Patman Legislation—The Federal Trade Commission, from left to right— 
R. E. Freer, W. A. Ayers, Charles H. March, Garland S. Ferguson, Jr., Edwin L. Davis. 
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Wires the Spanish Conquista- 
dores had stormed over the gold 
and jewels of Mexico and Peru 
they were soon plotting and slay- 
ing to hold the bloody riches from 
each other. Today the kings and 
barons of American finance, indus- 
try and commerce are seen as 
quarrelng and plotting with and 
against each other to control or 
divert the pine-gold of the south- 
ern forests to or from each other 
and rule the rich paper provinces of 
America. 

Within the last ten years the ad- 
venturers and explorers of finance 
have discovered vast deposits of 
wealth in the pine forests of the 
South—potentially far richer than 
the paper spruce of the North. 
First they found this new pine 
wealth in the conversion of cheap 


Unmined Gold in Southern Pine 


BY DR. CHARLES H. HERTY 
as told to 
THEODORE M. KNAPPEN 





The development of successful methods 
of converting the wood of the cheap and 
abundant slash and other southern pines 
into newsprint as well as kraft paper 
through the leadership of Dr. Herty points 
the way to a manifold industrial develop- 
ment in the South and provides an absorb- 
ing story of economic competition on a 
great territorial scale and a fascinating 
conflict in the field of industrial chemistry 
and finance. The struggle even penetrated 
politics; the erratic Governor Talmadge of 
Georgia has vetoed the section of the 
general appropriation bill covering the 
State's grant for the continuation of Dr. 
Herty's experimental laboratory at Savan- 
nah. Fortunately this disaster was overcome 
by the generous support of the Chemical 


produce the paper of which the 
United States, with both pulp and 
paper markets in abundance, pro- 
duces less than a third of its re- 
quirements? Why does the nev 
kraft paper industry starve in the 
North and Canada and flourish in 
the South? Behind these questions, 
so prosaic in their presentation and 
so baffling to inventors, scientists 
and promoters, lies one of the in- 
teresting economic romances of the 
day. Within the last twenty years 
400 million dollars of fresh Ameri- 
can capital has gone into the Cana- 
dian paper industry and 60 per cent 
of the entire investment in Cana- 
dian paper production is owned by 
Americans. It costs 27 thousand 
dollars to finance each daily capac- 
ity ton of a paper mill. Who is 
going to move five or six hundred 





pine wood into kraft paper. At the 
beginning of that period all the 


Foundation.—EDITOR. 


million dollars of substantial in- 
vestment to the new paper section 





kraft (wrapping) paper produced 
in the United States and Canada 
was the product of northern woods—mostly jack pine 
and spruce. No other wood available in large quanti- 
ties and low costs was considered. The various pitch 
pines of the South were despised and rejected. Today 
the bulk of kraft paper output of this country comes 
most profitably from southern pines and southern mills. 

Essentially, discovery and understanding were reached 
several years ago that southern pine wood was capable 
of being pulped for newsprint as well as for kraft paper. 
But the years have gone by and as yet not a pound of 
newsprint paper (and little fine papers) of other sorts is 
commercially made in the South from southern pulp- 
wood; yet 170 million dollars a year goes from the 
United States to Canada and other foreign countries 
for newsprint paper to be utilized in the United States. 
We import from Canada alone about 80 per cent of 
the total consumption of newsprint paper used in the 
United States. 

What is the explanation of this singular indolence 
of the paper industry alongside of a tremendous paper 
production? Why does Canada, under less favorable 
conditions and with but an insignificant home market, 
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in the South, or oppose it with an 
equal amount of new money down 
there, if any way can be found to keep high cost prod- 
ucts out of competition with low priced material of 
equal quality? 

Roughly speaking, it costs $47 a ton to lay down 
Canadian spruce pulp newsprint paper in New York 
City. Hypothetically, the same weight of southern yel- 
low pine newsprint can be delivered in New York City 
for $27. It is because of that hypothetical difference 
that it remains hypothetical and so long as it remains 
there will persist a bitter struggle to keep it so. 

Before we started our wood products laboratory at 
Savannah in 1932 the superiority of the South for the 
manufacture of kraft paper from the rapid growing 
southern pines had been convincingly demonstrated. 
Already eight new kraft plants have been set up in 
the coastal region of the southeastern states since out 
Savannah laboratory was established. Many of the 
great strategically united paper area of forests, ocean 
ports, and other natural equipment in the Southeast has 
been preempted. That region literally hums with the 
rattle and roar of new industrial construction. Whoever 
thinks of kraft paper now thinks of the South—and par- 
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ticularly of the Southeast. In the South as a whole are 
200,000,000 acres of pine forests—slash, longleaf, loblolly, 
certain inferior pines and some pulping hardwoods. In 
this genial southland, with its abundant rains and its 
flooding sunlight, pine pulpwood of some species grows 
four or five times as fast as the spruce pulpwood of the 
cold North. Even at 10 years a slash pine may have a 
trunk of pulpwood size. This wonder-working union 
of soil, forests and climate is already putting thousands 
of men and tens of millions at work in the kraft deposits 
of pine-gold, but no pick has yet been driven into the 
pure gold of the South’s newsprint vein. A great indus- 
try is available to the domestic market but the realiza- 
tion has lagged three years behind demonstration. 

This baffling condition of inertia and inaction in the 
face of potential wealth and productive activity must 
be broken for the commercial salvation of the South 
and the solution of its social problems. Today the 
superficial area of the southern states is 75 per cent 
forested, and the preservation of an unbroken surface 
is the major part of the solution of the threat of destruc- 
tion by erosion, which hangs over the arable lands of 
the South. To break the soil is to ruin the land unless 
the greatest care is exercised in tillage and other forms 
of utilization. But in the forest use of southern lands 
there is no destruction of the soil, no ruination of land 
and only beneficial results from commercial utilization. 

The southern lumber and naval stores industries have 
a tremendous stake in the new paper industry, for the 
additional market for wood promises to make forest 
perpetuation profitable and lumbering endless. It prom- 
ises to make a southern industry of the first rank, and 
add, besides, paper and cellulose fiber industries—such 
as rayon—and the plastic conversions. But first an 
obstacle must be overcome. 

The paper and pulp industry is the greatest industry 
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Photos couitesy of Union Bag & Paper Co. 
Barking Drum where bark is automatically removed from logs. 
A preliminary step in making paper from slash-pine 


of Canada and it is the chief industry of several of the 
northern states. The pulp and paper industry is mainly 
financed by northern banks and mainly owned by 
northern capital. Neither they nor it will timorously 
surrender to outside competition or meekly lie down 
in the face of attack. That is natural and_ proper. 
So, year after vear of a demonstrated industrial suc- 
cess goes by over against a foreignly dominated mar- 
ket in “our very midst.” Such determined, self-inter- 
ested, intelligent, and powerful opposition may yet 
for sometime delay an invasion of the southern news- 
print paper production field, but cannot finally prevent 
it. Nothing can prevent the development of an indus- 
try which means varied and numerous industrial em- 
ployment in a region which sorely requires it and where 
rich profits are so clearly assured. 

The menace of the prolific South to the sterile North 
happened to become acute just at the time when a 
nation which had followed protectionism for a hundred 
years had gone international-trade, and President Roose- 
velt had turned from Peek to Hull and from self-con- 
tainment to internationalism. The new discoveries in 
paper making got a chilly reception from the pure 
economy high-brows of the Agriculture and Treasury 
Departments. PW A, WPA, TVA, RFC, and other 
agencies with easy millions to spend on objectives pecu- 
liarly adapted to the establishment of new industries in 
a lean and hungry period and in an industry-starved 
region gave no encouragement to public or private 
moves to extract new wealth from over-abundant trees. 
The wonder working laboratory at Savannah got nothing 
from these national Santa Clauses—not even a cent from 
the Tennessee Valley Authority or the CCC, which 
might well have fostered a home industry which no 
private agency would assist and yet was universally 
needed by southern business. (Please turn to page 462) 
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Wire and Brass Companies Approach Capacity 


BY MUNROE E. 


hee spectacular rise in the price of copper during the 
closing weeks of 1936. promising materia] enhancement 
in the earning power of leading copper producers. is of 
equal importance to the earning power of another im- 
portant group of companies engaged in the fabrication 
of copper and brass products. These companies record 
their largest profits in a rising metal market. The nature 
of their activities is such that inventory is a prime factor 
in earning power and in the present setting the oppor- 
tunity for realizing substantial profits on metal sales is 
evident. During the depression years. copper and brass 
fabricators suffered severe inventory losses when copper 
prices faded rapidly. and while happily the fear of a 
serious decline in copper prices at this time is nullified 
by the existence of a sound economic basis for the rise 
in prices, this group of companies is distinctly in the 
“prince and pauper” catagory. In a period of general 
business recovery, however, they have much to gain. 
For this reason the shares of these companies invite in- 
vestment consideration at this time. 

The past year in the copper and brass fabricating in- 
dustry closed on a very optimistic note. The industry, 
as a whole, was operating near capacity and the large 
volume of unfilled orders on hand required the operation 
of many plants day and night on three 8-hour shifts. 
Sales of brass pipe and copper tubing in 1936 exceeded 
all previous levels by a sizable margin and higher prices 
were in effect to conform with the rise in copper prices. 
Last year also brought a substantial upturn in out- 
put of copper wire and cable and while the activ- 
ity in these divisions was only about 65 per cent of 


MARSHALL, JR. 


capacity, this was a gain of about 50 per cent over 1935. 

Of particular significance. and bearing importantly on 
the 1937, is the fact that the copper fabricating industry 
has scored a considerable measure of recovery despite 
the continued sub-normal demand on the part of the 
public utility industry, the largest consumer of copper 
products, particularly wire and cable. For some time 
the public utility industry has been proceeding cautious. 
lv in the construction of additional generating capacity. 
for reasons which are doubtless too well known to require 
reiteration. As a result of this restrained expansion, in- 
creased generating and transmission facilities are fast 
becoming an acute necessity in order to provide an ex- 
cess of capacity to meet peak load requirements. Aggre- 
gate consumption of electrical energy is at record-break- 
ing levels. Replacements likewise cannot be postponed 
indefinitely. More than half of the steam-electric plants 
are ten years old and many are over twenty years old. 
This demand for new equipment must sooner or later 
become an effective factor, regardless of the legislative 
prospect for the utilities. The belief is growing, how- 
ever, that the worst phases of punitive legislation di- 
rected against the utilities have passed and that Wash- 
ington will adopt a more conciliatory attitude toward 
them in the future. If such proves to be the case, orders 
for new equipment may develop in such volume as to 
seriously tax manufacturers’ capacity. 

Last year the building industry accounted for the larg- 
est portion of the increased demand for copper tubing 
and brass pipe, despite the fact that the gain in new 
construction failed to attain sizable proportions. Unless 

rising building costs outstrip public purchasing 





Leading Manufacturers of 
Copper and Brass Products 


Earnings per Share Price Range 
1st 9 mos. 1st 9 mos. ——- 1936 Recent 
Company 1936 High Low rice 

General Cable............. Nil 0.13(a) 5834(a) 17(a) 58(a) 
Anaconde Wire & Cable..... 1.61 3.98 88 35 86 
Revere Copper & Brass....... Nil 0.39 39% 10 37 
Mueller Brass.............. 1.347 3.067 46 23% 44 
Bridgeport Brass............ 0.74 0.89 18%, 12%, 18 


NF—Not available. +t—Nine months to Aug. 31. (a)—Class A shares. 


power, the current year should witness new 
building on an increasingly large scale, a pros- 
pect which carries favorable implications for the 
copper fabricating industry. Such other im- 
portant consumers of copper products as the au- 
tomobile industry, railroad equipment industry 


Divs. 
ened and manufacturers of electrical appliances such 
aie as washing machines, oil burners, and other mis- 
eee cellaneous household equipment have every op- 
dines, portunity to maintain the pace of general re- 
covery this year. Moreover, a new source 
0.95 ; 
of demand for electrical equipment and ap- 
1.05 


pliances will be created once the rural electri- 
fication program, sponsored by the Govern- 
ment, gets under way, and which thus far has 
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> been more or less in the blueprint stage. 
' The sum and substance of the salient 
factors in the 1937 prospect for copper 
fabricators clearly place them among the 
favored industries. To seriously mar this 
prospect would require a sharp and _ pro- 
longed decline in prices or a marked slow- 
ing down in the tempo of general recovery, 
neither of which events appear probable 
at this time. 


General Cable Can Earn More 


One of the foremost manufacturers of 
copper wire and electric cable is the Gen- 
eral Cable Corp.. in which a substantial 
stock interest is owned by American 
Smelting & Refining. The company is a 
leading producer of copper wire. cables. 
rods and sheets, output embracing every 
description of wire from fine enamel wire 
to the largest type of cables. The com- 
pany, a boom-time merger, was severely 
handicapped during the depression not 
only by the restricted demand for capital 
goods and cessation of public utility con- 
struction, but also by the necessity of carrying consider- 
able excess plant capacity and an unseasoned capitaliza- 
tion. Losses during the depression aggregated $15.000,000 
and at the end of 1935 there wasa balance sheet deficit of 
$5,444,000. This latter was subsequently eliminated by 
re-stating the balance sheet value of the class A and 
common shares. 

Despite heavy losses, the company weathered the de- 
pression in a sound financial condition and was able to 
effect a considerable reduction in funded debt. Funded 
debt currently is probably less than the $12,000,000 51% 
per cent debentures of 1947 outstanding at the end of 
1935. There are 150,000 shares of 7 per cent preferred 
stock outstanding, on which accumulated dividends, af- 
ter giving effect to a payment of $7 a share last Novem- 
ber, total $33.25 a share. Class A stock in the amount 
of 368,353 shares ranks prior to the 548,530 shares of 
common. In the period of rising profits, the leverage 
aflorded the common stock by this capital structure 
would permit substantial gains in per-share results to be 
recorded. Obviously, however, some provision must be 
made, possibly a capital readjustment, for back divi- 
dends on the preferred shares before either the class A 
or common shares could participate in earnings. Earn- 
ings last year registered an encouraging improvement 
and with the promise of more conspicuous gains this 
year, both the class A and common stocks may be cre- 
dited with a fair measure of speculative merit, even at 
the advanced levels at which both issues are now quoted. 


Anaconda Wire Will Make Good Showing 


With a simple capital structure consisting solely of 
421.981 shares of stock, it has been possible for Ana- 
conda Wire & Cable to make a particularly impressive 
showing during the past year. Earnings in excess of $5 
a share were probably available for the stock last year, 
an increase of more than 100 per cent over the $2.44 
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Extruding process in the manufacturing of brass pipe 


earned in 1935. Profits in the third quarter of 1936 
were nearly 260 per cent greater than in the same months 
of 1935. Reflecting the upsurge in earnings, dividends, 
including a $3 extra, totaled $4.50 a share last year. All 
of the major consuming outlets contributed to the larger 
volume of business on the company’s books, although 
public utility purchases were sub-normal, with potential 
demand from that source barely scratched. Only about 
one-third of the shares are outstanding in the hands of 
the public, the balance being owned by Anaconda Cop- 
per. Considering the shares in the light of current pros- 
pects, prevailing quotations would not appear to place 
an excessive valuation on the company’s potential earn- 
ing power and they may be endorsed as an attractive 
medium for income and price appreciation. 


Leverage in Revere Copper and Brass 


Ranking as one of the largest manufacturers of a di- 
versified line of copper, brass and bronze products, 
Revere Copper & Brass in which a sizable interest is 
owned by American Smelting & Refining has shared gen- 
erously in the enlarged demand for these products last 
year. Improved earnings and a recapitalization has 
brought the common shares closer to dividends and pay- 
ments seem certain to be resumed later this year. Earlier 
in 1936, the company refunded outstanding 6 per cent 
obligations by a $9,200,000 issue of 414 per cent first 
mortgage bonds. Last November stockholders approved 
a plan of recapitalization designed to eliminate accumu- 
lated preferred dividends. Each share of $7 preferred 
has been offered 1 1/3 shares of new $5.25 preferred 
stock; the balance of unexchanged old preferred to be 
called for redemption. Assuming the complete exchange 
of the preferred shares, capitalization will consist of 126,- 
901 shares of $5.25 preferred stock, 241,025 shares of 
class A stock, entitled to a $4 dividend and 490,640 
shares of common. Regular (Please turn to page 456) 


427 











TWENTIETH CENTURY-FOX FILM CORP. 





Larger Earnings Not Yet 


Discounted 


Well 


Managed and Rounded 


Enterprise Has Promising Future 


BY H. L. NORWOOD 


Move mention of Twentieth Century-Fox Film Corp. 
brings to mind the names of three prominent person- 
alities in the motion picture industry: Joseph M. 
Schenck, founder of Twentieth Century Pictures; Sidney 
R. Kent, previously president of Fox Film Corp.; and 
Darryl F. Zanuck, formerly in charge of production for 
Twentieth Century Pictures. At the time of combina- 
tion in 1935 of Fox Film Corp. and Twentieth Century 
Pictures, Inc., into the present Twentieth Century-Fox 
Film Corp., these executives were given seven-year em- 
ployment contracts, and were named chairman of the 
board, president, and vice-president respectively. 

The new company is thus fortunate in having ac- 
quired the services of these competent leaders for a 
period of years. 

There can be little question that the most important 
single consideration from the profits standpoint in the 
amusement field is the character and ability of the man- 
agement. Fully competent executives for responsible 
positions in pictures are relatively few in number. The 
industry is still relatively in its infancy, and most of 
those presently in charge of leading companies have 
been in the business since the beginning. 

Many often wonder why promising personnel cannot 
be recruited from other industries. It is because the 
talent required for the production of successful pictures 
is of a special kind, quite different from that necessary 
to profitable operations in most other productive and 
commercial activities. Imagination of a high order 
coupled with a sense of showmanship and an ability to 
gauge the public tastes are essential in the making and 
distributing of successful movies. 

Twentieth Century-Fox Film Corp. has such men in 
the executives now heading the organization. They are 
the ones most responsible for making the company what 
it is today; a well-knit, well-diversified, and efficient con- 
cern; in a field where competition is keen, but also where 
the rewards for success are high. 

The company as now constituted operates in nearly 


428 





all civilized countries; it produces pictures, it distributes 
pictures, and it shows pictures. It represents a strong 
unit in the amusement industry where present prospects 
point toward greater profits through increases in public 
purchasing power and a growing will to spend. 

The company’s main studios are located at Movietone 
City, near Beverly Hills, California, and at Hollywood. 
Important studio enlargements started in 1936 are near- 
ing completion, and new sound stages have been installed 
for greater efficiency. Most of the company’s feature 
pictures are produced on the West Coast, but the main 
offices and other studios are in New York City, where 
general supervision of activities is concentrated. 


Widespread Activities Outlined 


Twentieth Century-Fox maintains nearly forty com- 
pany exchanges in the United States and Canada where 
daily contacts with theaters of all sizes is had in the 
distribution of the company’s products. Foreign coun- 
tries are served by over one hundred similar exchanges 
abroad. In addition contracts have been signed with 
several important theater chains, particularly in Canada, 
for the showing of features from the Twentieth Century- 
Fox studios. Foreign business of the corporation is im- 
portant and growing rapidly, and it is estimated that 
currently nearly 40 per cent of gross film rentals is 
derived from foreign sources. 

Of course in the event of a European war a portion 
of this revenue from foreign sources might be lost 
and under current world conditions it is a factor 
for the present or prospective stockholder to bear in 
mind. 

Through its subsidiary, Movietonews, Inc., Twentieth 
Century-Fox carries on a second major activity in its 
world-wide news service. This branch of the company’s 
business has central news-gathering offices in many 
leading cities all over the world, and its Movietone 
trucks cover an exceedingly extensive territory. News 
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Madeleine Carroll in scene from “On the Avenue" to be released soon 


reels are released in nearly forty foreign countries with 
titles in about twenty separate languages. The impor- 
tance of this activity is indicated by the fact that every 
central news-gathering office issues one hundred and 
four numbers of the news service per year, and provides 
a relatively stable source of income for the company. 
This motion picture news service is the most extensive 
in the world and is an important branch of the Twen- 
tieth Century-Fox business, adding to the diversified 
nature of its activities. 

The capitalization of Twentieth 
sisted of approximately $2,000,000 
of subsidiary funded debt due seri- 
ally to 1942; 1,357,831 shares of 
cumulative convertible $1.50 pre- 
ferred; and 1,228,042 shares of com- 
mon stock outstanding at the end 
of September, 1936. Since that time, 
however, dividends totaling $2 a 
share have been declared and paid 
on the common stock, and it is 
therefore reasonable to assume that 
the number of shares of common 
stock have been increased through 
conversion of preferred into com- 
mon; and, of course, the number of 
shares of preferred correspondingly 
reduced. The preferred stock is re- 
deemable at $35 a share, and con- 
vertible into 114 shares of common 
for each share of preferred. 

Earnings for the year 1935, before 
deducting non-recurring reorganiza- 
tion expenses and after providing 
for full year dividends on the new 
preferred stock, amounted to about 
$1.24 a share on the common stock. 
The company, however, also owns a 
42 per cent interest in National 
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Theatres Corp. (operating a chain of pic- 
ture houses, largely on the Pacific Coast), 
and, if we include the undistributed earn- 
ings of this company, Twentieth Century- 
Fox 1935 profits amounted to nearly $2 
per share of common. Profits for the first 
nine months of 1936 continued the excellent 
showing with $2.38 per share reported for 
the period. Inasmuch as National Theatres 
Corp. did not declare any dividend in this 
interim, the earnings reported do not in- 
clude income from this source. Semi-official 
estimates of full year 1936 earnings approxi- 
mate nearly $4.50 a share on the common 
stock; subject to change, of course, and also 
depending upon the amount of conversion 
of preferred into common that took place 
before the end of the year. 

Even though earnings finally reported 
should fall as much as a dollar below this 
figure, at the current price of 35 the stock 
would be far more conservatively appraised 
than most other issues on the New York 
Stock Exchange. 

The profitable operations over the past 
two years, and the fact that, upon reorganization in 
1935, the company was placed in a strong and sound 
financial position, assure that Twentieth Century-Fox 
Film is now able to plan ahead, add to its inventories 
of feature pictures, and use to full extent the ability of 
its management to carry out policies of expansion for 
greater profit possibilities. The economic setting of 
today, moreover, is quite favorable to profitable oper- 
ations in the amusement industry. Following the usual 
Christmas lull, motion picture house box-office receipts 
are again rising and many (Please turn to page 455) 





Photos courtesy of Twentieth Century-Fox Film Corp. 


Air view of Twentieth Century-Fox Film lot in Hollywood, California 
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A Boom in 


I. the calendar year 1936 the domes- BY 
tic air transport lines carried more 
mail, passengers and express than 
ever before. Moreover the popular- 
ity of air transport is increasing so 
one of the safest 
business handled will again set a new high. 


consistently that 


If growing traffic were the whole story the future of 


this dynamic industry would be assured beyond ques- 
tion and stocks of the stronger air transport companies 
would be in eager investment demand. Instead, they 
continue thus far to be appraised in the market on a 
speculative basis. Profits, where they exist, are rela- 
tively small; and dividends still smaller. 

Unquestionably the potentialities for profit are great; 
and since speculation concerns itself with the potential, 
rather than the established, long range speculation in 
air transport has a valid basis—provided the buyer 
realizes that he is banking on a situation as it may and 
should develop and not as it exists. 

The stock market can not indefinitely discount a 
distant future with generous hope. The practical prob- 
lem is: to what extent and how soon can the apparent 
potentialities in air transport bear fruit in profits and 
dividends? Precise answer is difficult because the indus- 
try is not only still decidedly immature but undergoing 
a remarkably rapid transition. The clue will be found, 
however, in two primary considerations. First, the 
margin of profit between revenues and operating ex- 
penses. Second, the relations between the industry and 
the Government—for this is a regulated business, just as 
the railroads are, and it is also in part a Government- 
subsidized business. 

Profit margins are vital because of the obvious fact 
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1937 forecasts is that the volume of 


Air Transportation 


that for an indefinite time the air line 
companies must continue to make 
large capital expenditures for the ex- 
pansion and improvement of their 
The needed funds must come either out of 
depreciation reserves or profits or security financing. 
Without convincing promise of reasonable profits within 
some not too remote period, financing can not be con- 
summated except at high cost or great dilution of the 
equities. 

The present margin is small. Citing two of the lead- 
ers, United Air Lines in the year ended June 30 had 
gross revenues of $9,470,000, but operating profit was 
only $35,941 or less than the cost of a single transport 
plane; while Transcontinental & Western Air in the 
nine months ended September 30 grossed approximately 
$4,590,000 and showed operating profit of about 
$227,000. 

Substantially higher rates for mail, passengers ot 
express are out of the question. The general trend is 
the other way. Improvement in profits, therefore, must 
come mainly from enlarged traffic on the one hand 
and more economical operation on the other hand. So 
far as passenger and express traffic is concerned, it is 
true that the present essentially long-haul business is 
capable of much further growth, but both the develop- 
ment of maximum traffic and profitable utilization of 
plane capacities in the long run must depend upon 4 
great development of feeder lines, only a start toward 
which has been made. The railroads would be in @ 
somewhat analagous position if they relied chiefly on 
long-haul traffic and left feeder lines to competitors. 

It is only theoretically possible for capacity mail, 
passenger and express loads to be carried. Along one 
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portion of a given route a plane may carry full load, 
but along another section operate at a loss. In actual 
practice at present about 60 per cent of passenger ca- 
pacity is utilized on an annual average. It should be 

ssible to increase this percentage to some extent, 
with further growth in popularity of air travel and with 
eventual development of feeder lines; but it is to be 
doubted that it could ever exceed, say, 70 per cent, 
for any transportation service must be geared to meet 
wide fluctuations in the volume of traffic—such, for 
example, as are occasioned by seasonal factors and holi- 
days—and there will always have to be surplus capacity 
unutilized during much of the year if peak loads are 
to be handled. 

It would appear, therefore, that the greater early 
promise of more efficient operation lies in better equip- 
ment. At present, in fact, the rapid evolution of planes 
is the most significant development in air transport. 
If you knew what the transport plane of the future 
will be, you would be much nearer an answer to the 
question what the air transport 





statistics of the three biggest air lines for the first nine 
months of 1936, substitute DC-3 planes for the equip- 
ment actually used and estimate—all other factors 
being the same—that United Air Lines, T. W. A. and 
American Air Lines would have had combined profits 
of more than $8,000,000 instead of a small combined 
deficit. The difference per share on the combined stocks 
figures more than $3. 

It is to be doubted that the next development in 
Douglas transports, the DC-4, will be introduced for 
another year or more. It is contemplated that this 
plane may carry around 40 passengers and operate at 
approximately 95 cents a plane mile. If we apply this 
1938 or 1939 equipment to the 1936 operating statistics, 
it may be estimated that it would have been possible 
for American Air Lines to have earned more than $7 
per share, and United and T. W. A. between $3 and $4 
per share. 

Such estimates, of course, are interesting merely as 
indicating potentialities. Actual results on the new 

equipment may well vary widely 





industry in the future will be and 
how profitable it will be. 

The trend, of course. is definitely 
to larger and larger ships, with 


Growth in Air Traffic 


Passenger Miles Flown Express Pound Miles 


from these figures, depending on 
the rates charged, volume of traf- 
fic in relation to capacity, Gov- 
ernment mail pay, etc. 


the land line companies evidently oe, ae 2 So far as the Government sub- 
following the principle so success- American... 87,907,000 40.7 622,814,000 164.4 sidy is concerned, its net cost is 
fully demonstrated by Pan Ameri- _ Egstem 40,999,000 29 193,755,000 85.7 rapidly decreasing. The air mail 
can Airways in its use of huge sea- 1 w a. 67,792,000 24.6 382,867,000 35.7 appropriation for the current fiscal 
planes. In recent weeks on several yrireg stamens en tenes ue Yer was S12000000. It is emt 
domestic routes new Douglas DC-3 Sine... cali sia acid wan mated that to maintain the exist- 


ships have been placed in service 


ing service to the end of the fiscal 
year—June 30—a deficiency ap- 





and it appears likely that on heavy- 
traffic routes their use will rapidly 
become general. These planes have a capacity for 21 
passengers as compared with 14 for the familiar and 
highly successful Douglas DC-2 and 10 for the Boeing 
transport. Pay load of the new Douglas is approxi- 
mately 5,200 pounds, as compared with only 3.485 for 
the Douglas DC-2 and with 2.582 for the Boeing. More 
significant, the estimated operating cost of the new 
Douglas is only 69 cents per plane mile, against an 
average of around 62 cents for the smaller transports. 
This. of course. means a very large jump in pay load 
capacity at a small increase in operating cost. As 
between the Douglas DC-3 and the DC-2 the increase 
in pay load capacity is about 49 per cent, the addition 
to operating cost about 6 per cent. Obviously, opera- 
tion of the new ships even at an annual average of 
only 60 per cent of capacity should mean a substantial 
improvement in profits. 

Even this latest marvel. of course, will not be the 
last word in transport planes. Douglas and others are 
experimenting with still bigger planes. What the maxi- 
mum will prove to be—beyond which larger size will 
not further increase efficiency—remains to be deter- 
mined and probably will not be known for some years. 
Until that question is determined and something ap- 
proaching stabilization in the technology of the air- 
plane is attained. air transport will remain in a transi- 
tional phase. This likewise means that profit possibili- 
ties remain highly conjectural. 

Bearing upon the profit potentialities of improved 
planes. however. it is possible to take the operating 


SANUARY 16, 1937 


propriation of about $900,000 will 
be necessary, making total of $12,900,000. Air mail 
revenues for the fiscal year are expected to be around 
$11,000,000. 

Nevertheless the mail contracts will continue to figure 
prominently in the air transport picture. Should profits 
from passenger and express traffic mount substantially, 
it would probably be the inclination of the present 
Administration to reduce the compensation for carrying 
air mail. Meanwhile an equitable revision of mail rates 
is badly needed, in justice to the air lines, and an inves- 
tigation of mail costs and revenues is now pending 
before the Interstate Commerce Commission. 

The present system establishes a maximum of 40 
cents per mile for carrying air mail, regardless of the 
size of the mail load. Hence increasing mai! loads are 
decreasingly remunerative and in many instances re- 
quire space that would otherwise be taken by passen- 
gers. The mail comes first. It would seem obvious that 
a pound-mile basis is the only equitable system, but 
whether the Government will come to it remains to 
be seen. 

Moreover, it can hardly be denied that even should 
the air lines reach the pomt where passenger and 
express business would support them, they would never- 
theless be forced to carry mail and they will neverthe- 
less remain under some permanent degree of Govern- 
ment regulation, which means an unescapable element 
of political uncertainty. That, however, is a relative 
matter and as compared with continued tinkering with 
commercial aviation by Con- (Please turn to page 456) 
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Government Purchases 


The Walsh-Healy Act, 
which suppliers of materials to the 
Government must abide by certain 
labor standards, has been giving the 
navy and other departments a lot of 
trouble. For some time the navy 
has been in the market for a sub- 
stantial quantity of copper, but 
could obtain no bids. The other day, 
however, it asked for bids on a hun- 
dred tons of copper, the bids to be 
ex-Walsh-Healy Act. Kennecott bid 
and got the order for $12.175 per 
pound. This looks like a victory for 
private interests who are opposed to 
domination by the Government. On 
the other hand, the Government has 
gained as much ground on another 
front, for International Harvester 
and Reo have agreed to carry on 
their manufacturing operations in 
conformity with the Act. 


Speculating in Lead 


The coming report of the Eagle- 
Pitcher Lead Co. for the year 1936 is 
expected to make a favorable com- 
parison with the record-breaking 
earnings of 1929. In that year the 
net profit was $1,215,812, or the 
equivalent of $1.31 a share on the 
present 900,000 shares of common 
stock outstanding. A 40-cent divi- 
dend was declared in December, 
whereas only 10 cents had been paid 
in the two previous quarters. The 
company mines and smelts lead and 
zine ores and from them produces a 
wide range of finished products. 
These include painters’ materials of 
lead and zinc, lead pipe and other 
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plumbers’ goods, solders and bearing 
metals, in addition to a large number 
of miscellaneous goods. The com- 
pany has been a great beneficiary of 
the increasing demand for its prod- 
ucts and the higher prices obtained 
therefor. Over recent weeks the 
price of lead and zinc have soared in 
almost sensational manner. Eagle- 
Pitcher Lead is conservatively capi- 
talized, there being only 5,554 shares 
of 6% preferred stock of $100 par 
value ahead of the 900,000 shares of 
common stock. Assuming a con- 
tinuation of recovery in basic indus- 
tries—and the weight of the evi- 
dence is very decidedly in this direc- 
tion—one could reasonably expect 
further gains on the part of the com- 
mon stock of the Eagle-Pitcher Lead 
Co. which is quoted today on the 
New York Curb Exchange at about 
$21 a share. 





Utilities Swap Securities 


To escape the “death sentence” 
under the Public Utility Holding Co. 
Act of 1935 a corporation coming 
under the provisions of the law is 
required to be an integrated system. 
There has been considerable discus- 
sion of the possibility that there 
would be a general swapping of prop- 
erties among public utility holding 
companies in order to achieve the 
necessary integration. So far, how- 
ever, there has been much talk and 
almost nothing actually done. In- 
deed, the first concrete proposal 
along these lines came to light only 
the other day when the Massachu- 
setts Utilities Association, a sub- 
holding company of the New Eng- 





land Power Association, applied to 
the Securities & Exchange Commis- 
sion for permission to exchange cer- 
tain securities with the New England 
Gas & Electric Association. If al- 
lowed, the effect of the exchange will 
be to give Massachusetts Utilities 
certain minority interests: New 
England Power, however, obtains 
actual control of a property which 
will permit a degree of integration. 
The sum involved in the exchange is 
not particularly large—some $4, 
000,000—but the successful comple- 
tion of the operation possibly fore- 
shadows similar exchanges on a 
much larger scale. In any event it 
gives real point to all the discussions 
of public utility exchanges that have 
taken place. 


or 


Retail Trade 


It has been generally conceded, of 
course, that retail trade during the 
recent Christmas season was un- 
usually active. It may not be real- 
ized, however, that for many impor- 
tant companies it was a_ record- 
breaking period. For example, the 
sales of Sears, Roebuck for the four 
weeks to December 31 established an 
all-time high at $60,000,000, the 
most nearly comparable period be- 
ing towards the close of 1929. A 
similar showing was made by Wool- 
worth with sales in December of 
$45,500,000. Montgomery Ward also 
had a record breaking December 
with sales of $52,000,000. While re- 
tail trade is always quick to feel the 
effect of any curtailment in_ pur- 
chasing power such as would be the 
result of serious labor trouble, this 
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js about the only cloud 
that darkens an otherwise 
bright prospect. 





A Coming Industry? 


A few days ago the Cov- 
ered Wagon Co. of Mt. 
Clemens, Michigan, filed a 
registration statement with 
SEC covering 30,000 shares 
of preferred stock of $20 
par value and 370,000 
shares of common stock of 
no par value. It is under- 
stood that only a small 
amount of common will be 
offered for public subscrip- 
tion, the price being $6 a 
share. This is believed to 
be the first time that the 
trailer industry has sought 
public financing. If so, it 
isa significant milestone in 
a business which started as 
an amateur back-yard af- 
fair and has now grown to 
the point where the mov- 
able house for thousands 
of people is a year-round 
habitation. Possibly the 
most curious point in con- 
nection with the building 
of trailers is that no big 
automobile company has 
taken the matter up. 
Usually a new industry 
drifts rapidly into the 
hands of giants: one might 
cite electrical refrigeration 
and air-conditioning as il- 
lustrations. 


Worthington Pump 


The common stock of 
this company has_ been 
among those that have 


been establishing new high levels re- 
cently. In December stockholders by 
a vote of more than two-thirds of 
each class authorized the 
tors to reincorporate in Delaware 
at their discretion. This 





Developments in Companies Recently Discussed 


international Nickel Co. of Canada. Recently 


issued a pamphlet which comprehensively 
covers the various applications of nickel 
during the past year. World consumption 
of the metal established an all-time record. 


Celotex. Reported a net profit for the fiscal 


year to October 31, last, equivalent, after 
dividend requirements on the 5% preferred, 
to $2.19 a share of common stock. The 
outlook for building being decidedly bright 
this company should do still better during 
the coming months. 


Radio Corp. New models of radio receiving 


sets to be introduced this month will be 
slightly higher in price. Higher costs of 
raw materials and higher taxes are the 
reasons attributed. 


Inspiration Copper. Has introduced a new 


process of treating its ore which it is 
hoped will materially lower costs. In 1931, 
company's costs were lowest in its history 
at about 81/2 cents a pound. Operating 
close to capacity this year and with the 
new process it is conceivable that a similar 
cost figure could be obtained. 


Blaw-Knox. Has been booking considerable 


business in radio and high-voltage trans- 
mission towers recently. Also received an 
order from Swedish interests for a com- 
plete steel mill and equipment. 


Black & Decker, manufacturer of hand power- 


tools, reported for the fiscal year to Sep- 
tember 30, 1936, a net profit equivalent, 
after dividends on the preferred stock, to 
$2.74 on the common, or more than double 


the $1.36 a share reported for the cor- 
responding previous period. 


White Motor. Company announces introduc- 
tion of a new line of trucks to sell for 
less than $1,000. 


American Tel. & Tel. This year the Bell 
System is planning to spend more than 
$300,000,000 in additions, improvements and 
replacements. This compares with $243,- 
000,000 last year. 


American Can. Announcing the first con- 
struction in several years, the American 
Can Co. is to build a $1,500,000 plant for 
the production of packers’ and general 
line cans at Houston, Texas. Another ex- 
ample of the industrialization of the South. 


Great Northern. Road has applied to the 
Interstate Commerce Commission for per- 
mission to issue $50,000,000 in General 
3%4s. New bonds will refund approximately 
$41,000,000 of Consolidated 5s and half 
this year's maturities of $20,000,000. 


California Packing. Has joined the ranks of 
those companies which are giving their 
stockholders an option of dividends in cash 
or preferred stock. The purpose is to avoid 
the full incidence of the tax on undistri- 
buted profits. 


International Paper & Power. A plan for 
the recapitalization of this company which 
will eliminate the huge accumulated divi- 
dends on the two preferreds is believed 
complete, except for details. Present pre- 
ferreds probably will be exchangeable for 
a lower coupon preferred and common 


stock. 





direc- 


ington Pump’s_ business is 


the booked ahead. 


first step in the company’s plan to 


carry out a capital reorganization 
lor the purpose of clearing up the 





Furniture Prospects Good 


large amounts that have accumu- 


lated on the two preferred stocks. 
The details of the plan are not avail- 
able, but it probably will involve 
offering holders of the present pre- 
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1935. Even though prices 





ferreds a new convertible preferred 
and common stock. So far as Worth- 
con- crease in physical 
cerned, it is understood to be much 
improved with a substantial amount 


It is estimated that furniture sales 
last year were about 30 per cent a 
greater in dollar volume than in 
were the listed (Please turn to page 460) 


higher by possibly 15 per cent on 
the average, there was a good in- 
volume. The 
trade is expressing confident predic- 
tions that the present year will be 
as much above 1936 as 1936 was 
above 1935. 

What has been said of furniture 
applies equally well to carpets and 
other floor-coverings. In this divi- 
sion of the industry the public has 
greater security interest. Al- 
though the interim statements of 
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Three Opportunities 
in Second Grade Bonds 


Interesting Speculations for Income 


and Price Appreciation 


BY J. S. WILLIAMS 


West Texas Utilities Co. 





baa Es Yield to 
Description Price Maturity 
West Texas Utilities 1st mtge. ‘‘A" 5s,1957............... 98 5.1% 





The West Texas Utilities Co. is an operating public 
utility supplying electricity, ice, gas and water to 
about a hundred and fifty communities in central-west 
Texas. These include Abilene, Vernon and San Angelo. 
The population of the territory served is in the neigh- 
borhood of a quarter-million and of these some fifty-four 
thousand were customers at the close of 1935. The 
company is primarily engaged in the production and 
distribution of electricity and for this purpose owns 
three major plants and a number of auxiliary plants, the 
combined capacity of all being some 53,000 kilowatts. 

Following a steady decline in the amount available 
for fixed charges between 1928 and 1934, the company’s 
earnings are now beginning to reflect the general re- 
covery. Coverage for fixed charges, which dropped to 
1.17 times in 1934, rose to 1.27 in 1935 and for the 
first nine months of last year gained further to 1.51 
times. Although this last figure does not represent a 
gilt-edged margin of safety for the funded debt, the 
change of trend is important as indicating an improve- 
ment in the credit standing of the company’s obliga- 
tions. 

Aside from a negligible amount of assumed debt, the 
funded obligations of the West Texas Utilities Co. 
consist of one issue—the first mortgage “A” 5s, due 
October 1, 1957, which are outstanding to a total of 
some $24,000,000. The amount of bonds outstanding is, 
of course, liberal for the company under present con- 
ditions: had the issue been a moderately smaller one, 
its investment strength would have been much better 
sustained. Even so, now that the trend in coverage for 
fixed charges is again upwards, the bonds are entitled 
to be considered a medium grade investment. 

It is more than probable that the Midde West Utili- 
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ties debacle cast its shadow over the securities of West 
Texas Utilities, for the former indirectly controlled the 
latter. It is even possible that part of this shadow 
continues to exist and that the West Texas Utilities 
First 5s should be given a somewhat higher rating than 
the market accords them. The company is financially 
strong and, with these bonds the only debt, there is 
clearly no maturity problem. The First 5s are traded 


upon the New York Curb Exchange, the current price | 


being about 98 at which the yield to maturity is 5.1%. 
Prior to October 1, this year, the issue is redeemable 
at 103 and thereafter at gradually decreasing prices. 


Empire Oil & Refining Co. 





Current |§ Yield to 
Description Price Maturity 


Empire Oil & Refining 1st & Coll. 51s, 1942.............. 93 7.2% 





A Cities Service Co. subsidiary, the Empire Oil & 
Refining Co. is a completely integrated petroleum or- 
ganization; it produces, transports, refines and markets. 
For the most part the company’s oil producing proper- 
ties lie in the states of Oklahoma, Kansas and Texas. 
Five refineries are owned having a daily capacity of 
51,000 barrels of crude. A subsidiary operates nearly a 
thousand miles of pipe line. Other facilities include tank 
cars and tank and gasoline service stations. 

Prior to the depression, the Empire Oil & Refining 
Co. consistently reported a large coverage for fixed 
charges. In late years, however, earnings have _ been 
unsatisfactory, although in accord with the mounting 
tide of general recovery there has been some improve- 
ment from the low point. For the fiscal year ended 
November 30, 1935, the company reported fixed charges 
64% covered, whereas in the previous year a deficit 
before charges was shown. A rising demand for petro- 
leum products, coupled with a more stable price struc- 
ture, enabled the Empire Oil Refining Co. to earn its 
fixed charges 1.02 times for the twelve months to March 
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31, 1936. In each case the coverage is after depreciation 
and depletion. 

Financial position is not strong, current assets at the 
close of the latest fiscal year totalling some $20,000,000, 
of which $2,400,000 was cash. Current liabilities 
amounted to $6,400,000, of which $1,500,000 was notes 
payable. In addition, however, there were carried as 
fixed liabilities $11,300,000 owed the parent company 
and secured bank loans of $4,800,000. 

The Empire Oil Refining 514s, due April 1, 1942, are 
outstanding in two series, 1927 and 1928. Together 
they are outstanding in the amount of $47,239,800. 
After April 1, this year, they are callable at 101 on 
sixty days notice. The bonds are secured by a first 
mortgage on all of the company’s property and by 
pledge of all the stocks of subsidiaries. 

The Empire Oil & Refining Co.’s First & Coll. 5¥s 
of 1942 (series of 1927, for the Cities Service Co. holds 
practically all the series of 1928) are selling currently on 
the New York Curb Exchange at about 93, a price 
at which the yield to maturity is 7.2%. The issue is 
admittedly a somewhat speculative one. The company, 
however, is one that operates in an industry whose 
improvement in earning power has been quite pro- 
nounced and where furtaer improvement is a definite 
promise. Under such conditions, where the individual 
is justified in assuming some risk, the bonds may well 
be given consideration. 


International Telephone & Telegraph Corp. 





Current Yield to 
Description Price Maturity 
Intemational Telephone & Telegraph Deb. 41s, 1952 aa 73 7.5% 





The sensational happenings in Spain and the fact 
that the Madrid skyscraper of the Spanish Telephone 
Co., International Telephone & Telegraph Corp. sub- 
sidiary, has been the scene of bombings and shellings 
have obscured the real progress being made elsewhere 
by this world-wide communication system. Interna- 
tional Tel. & Tel.’s Spanish operations undoubtedly are 
important and equally certain is it that the civil war 
currently raging in that unfortunate country constitutes 
a threat of great loss. Even so, the Spanish subsidiary 
is not absolutely vital to the continued existence of 
International Telephone & Telegraph. That this is so, 
is shown very clearly in the report that the company 
recently issued for the nine months to September 30, 
1936. For this period, operating income totalled $9,- 
583,282, without taking Spanish operations into account 
at all—an amount sufficient to cover the company’s 
fixed charges 1.36 times. The report covering the first 
nine months of 1935 included income of $2,428,069 from 
the Spanish Telephone Co. 

The depression hit the International Telephone & 
Telegraph Corp. hard. Not only did it suffer the cus- 
tomary decline in earnings, but the worldwide currency 
chaos introduced all kinds of new problems in remitting 
even the reduced profits. The worst, however, is now 
over. Recovery is general and the devaluation of the 
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dollar, coupled with higher commodity prices, has greatly | 
eased foreign exchange difficulties. There seems to be - 
no reason for believing that these favorable factors 
will not continue operative and, although the company 
may experience local troubles, some small, others large 
as is the case today in Spain, gains on the whole should 
predominate. 

International Telephone & Telegraph possesses large 
interests in South America, a part of the world where 
business conditions are much better than they were. 
Subsidiaries operate telephone systems in the Argentine, 
southern Brazil, Chile and Peru. All American Cables, 
another subsidiary, operates cables which connect North 
America with Central and South America. It has in 
addition a number of radio stations which make up an 
important international communication network and on 
which the countries to the south of us depend for their 
radio telephone communication with the United States 
and Europe. 

In order to gain perspective further it might be noted 
that at the end of 1935 the total investment of the 
International Telephone & Telegraph system was divided 
as follows: 38% in Europe (and by no means all in 
Spain), 35144% in South America, 12% in the United 
States, 6% in Mexico and the remainder elsewhere. 

International Tel. & Tel. is helped by a conservative 
and well-balanced capital structure. Funded debt repre- 
sents only about a third of the total capitalization. 
There is about $19,000,000 of subsidiary funded debt 
and about $15,000,000 in subsidiary preferred stock and 
minority interests. Then follows $123,000,000 in parent 
company debentures, of which the 414s, due July 1, 
1952, are a part. Although the company is still in- 
debted to the banks for large sums, financial position 
has been strengthened in late years. 

While admitting that the debentures of the Inter- 
national Telephone & Telegraph Corp. must be given a 
somewhat speculative rating, it seems likely that the 
trouble affecting the Spanish subsidiary has been over- 
stressed and that not enough weight has been given to 
the more favorable side of the picture. Certainly the 
debenture 414s around the current price of 70 are taking 
a pessimistic view of the future—a view that the facts 
fail to justify in our opinion. 








BOND YIELDS 






7.0 
6.5 
6.0 
HIGH GRADE 
5:5 i CORPORATE BONDS 


5,0}—|— 
4.5 
4,0 


35 ; U.S.TREASUARY 
3.0 BOND 


Z5 
2.0 = - = 


t: 
. 28 '29 '30 ‘31 '32'33'34'35 J FMAMJ JASON 


l 1936 j 


PER CENT 














STANDARD STATISTICS AVERAGES 














435 











Prices Will Determine 


Meat Packers’ Prosperity 


BY SAMUEL S. HOWE 
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Swift & Co. affords an 

excellent illustration of how misleading per-share earn- 
ings can be in the case of the packers. Newspaper 
headlines stated that this company for the fifty-three 
weeks to October 31, 1936, earned the equivalent of 
$2.05 a share of common stock, compared with earnings 
equivalent to $1.48 a share in the previous yearly 
period. The profit trend is apparently strongly upward. 
As a matter of fact, however, the company really did 
much better in the 1935 fiscal vear than in the later 
period. For the year ended October 26, 1935, operating 
income of $21,500,000 was reported, whereas operating 
income for the fifty-three weeks to October 31, 1936, 
was only $12,300,000. Now, in connection with net in- 
come, let us see how the larger amount became the 
smaller, and the smaller the larger. Special deductions 
from the operating income of $21,500,000 reported for 
the period to October, 1935, included a write-off of 
nearly $2,000,000 for discount and expenses on the re- 
tirement of funded debt, nearly $1,000,000 write-off of 
intangible assets, and an appropriation of $6,000,000 for 
a reserve against a decline in inventory values. No 
such deductions were made in the later period: on the 
contrary, a credit of more than $3,000,000 was taken on 
account of adjustments in connection with the hog 
processing taxes. The result of these and various 
smaller items were the figures reported in the newspaper 
headlines but, as has been said, one cannot contend from 
them that Swift & Co. really made progress. 
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ter, the net per-share re- 
sults hardly reflect the actual state of affairs. For the 
year to October 31, 1936, Armour & Co. (Illinois) re- 
ported a net profit of $10,239,462, compared with a net 
profit of $9,348,678 in the fiftv-three weeks to Novem- 
ber 2, 1935. After deducting preferred dividend require- 
ments applicable to both periods, the earnings were 
equivalent to 74 cents and 53 cents a share of common 
stock, respectively. However, the net profit of $10,239,- 
462 reported for the latest fiscal vear includes a credit 
for unpaid processing taxes. These, less certain charges, 
were credited back to the profit and loss account in 
the net amount of $4,583,341. Had this nonrecurring 
“profit” not been included one can readily see that per- 
share results would have been very different from those 
carried by the newspapers. 

The Cudahy Packing Co. decided to handle its unpaid 
processing taxes quite differently from Swift & Armour. 
The $3,166,868 involved was split up, $1,000,000 being 
transferred to a reserve for pensions, $954,220 being car- 
ried to earned surplus, while the balance was moved 
to the company’s reserve for federal and state taxes in 
order to cover the maximum liability for the “Unjust 
Enrichment” tax law passed later in 1936. 

The statement of the Cudahy Packing Co. for its latest 
fiscal year being without benefit of processing tax credits 
it is apparent that the company did relatively well. The 
company reported net income of $1,815,613 for the 
period between November 2,:1935, and October 31, 1936, 
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compared ,with net income of $1,211,073 for the period 
between October 27, 1934 and November 2, 1935. The 
two figures, after deduction of preferred dividends, are 
equivalent to $2.65 and $1.35 a share of common stock, 
respectively. Although almost all the packing company 
stocks are “leverage” issues, Cudahy’s small capitaliza- 
tion of less than half-a-million shares makes it particu- 
larly subject to this factor and helps to account for the 
unusually sharp increase in per-share results. 

The last of the “big four,” Wilson & Co. handled its 
unpaid processing taxes of some $3,400,000 by a credit 
to earned surplus and the account was then debited 
with $2,000,000 as a reserve for contingencies. How- 
ever, Wilson’s earnings for the fiscal year to October 31, 
1936, did include an inventory reserve of $750,000 which 
had been set aside out of the profits of previous years. 
Including this sum, the net profit for period totalled 
$4,068,457 after depreciation, interest and federal income 
taxes and was equal after preferred dividend require- 
ments to $1.06 a share on 2,001,163 common shares, two 
cents less than last year. 

Wilson recently defended an interesting case, involv- 
ing the right of the company to eliminate accumulated 
preferred dividends, even though a majority of all classes 
of stockholders agreed to the reorganization plan. The 
case was lost and Wilson is now faced with the problem 
of whether to carry it to a higher court or whether to 
make a settlement with its recalcitrant stockholders. 
The amount of stock involved is smal 

From the standpoint of earnings to 
be resorted, the near-term outlook for 
the packers is a good one. Speaking of 
this particular industry, however, the 
statement does not mean quite what it 
would if applied to the majority of 
other industries. If meat packing were 
an ordinary business, the processors 
would make a fairly constant unit 
charge for handling and marketing the 
farmers’ animals and the most impor- 
tant factor in earnings would be the 
volume handled. Unfortunately, meat- 
packing is no ordinary business: rather 
it is unique. So far as fresh meat is con- 
cerned, the packer must take what ani- 
mals the farmer sends to market, kill 
them, dress them and accept for the 
meat just about what the American 
housewife is willing to pay. Even 
though there is a time lag in pork prod- 
ucts, similar conditions exist. The 
packer buys his hogs in the fall and 
this means large inventories, but the 








pork (and, of course, other) products have been built 
up and that, as the time comes to sell them, prices are 
likely to be well over cost. 

This may seem to make the packers out as little more 
than commodity gamblers. Even though their business 
has such a flavor, however, certainly it cannot be held 
against them. They have made every effort to attain 
greater stability through the exploitation of by-products 
and through branching out into more-or-less related 
lines such as poultry, eggs and cheese. One sometimes 
forgets that the meat packing companies have a limited 
field: the Consent Decree of 1920 prevents them from 
entering any retail meat or grocery business and other- 
wise strictly limits the extent of their operations. The 
original Consent Decree was reaffirmed by the Supreme 
Court in 1932 when it invalidated the modification made 
by the District of Columbia Supreme Court. Thus it is 
that the packers have to do the best they can, with what 
they have, under the powers permitted them, and with 
conditions as they find them. 

As has been said, the near-term outlook for the pack- 
ing companies is good because of the prospect that meat 
prices will work higher. Rising prices have always been 
the packers’ friend, but it is interesting to speculate on 
the more distant future when rising prices might well 
become the packers’ enemy. This would occur should 
meat prices ever rise to the point where the companies 
found themselves without (Please turn to page 460) 





Courtesy Armour & Co. 





month to month liquidation of such 
inventories is more-or-less forced: 
they cannot be held as one might hold 
cotton, for example. It is the price 
obtained on the “forced” liquidation of 
pork inventories that primarily de- 
cides whether the packers show good 
earnings or poor earnings. So, when 


Armour & Co.. 
Cudahy Packing 


we say that the near-term outlook for 
packers’ profits is good we mean prim- 
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Big Four in Meat Packing Compared 


Earnings per Share, Yr. 


Sales to Oct. 31, Approx. Paid Current 
1936 1936 1935 1936 Price 
$748,935,218 $0.74 $0.53 sean $7 
201,605,825 2.65 1.35 $2.50 40 
831,671,748 2.05 1.48 1.85 25 
253,226,103 1.06 1.08 50 9 
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Understanding 


Today’s Market 


Fluctuations 


Oils Display Technical and Fundamental Strength 


BY FREDERICK K. DODGE 


i= start of each new year traditionally ushers in firm 
or rising security markets. It is usually a season when 
hope and confidence gain at least temporary ascendency; 
and the payment of large amounts in interest supplies 
the wherewithal to express our sentiments in the mak- 
ing of actual security commitments. This normal ten- 
dency of prices to rise early in the year occurs under 
all but the most unfavorable circumstances. Recent 
market sessions have not proved to be the exception to 
this rule, despite all the cross-currents that have been 
observable. After the long rise since March, 1935, it 
can be expected that more irregularity and selectivity 
will mark the progress of the bull market than other- 
wise would be the case. Particularly is this true when 
we contemplate the numerous uncertainties surrounding 
the general news background with which the markets 
must contend. Labor difficulties, war rumors, various 
trends in different business fields, the swings in senti- 
ment generated by Congressional discussion and action; 
all these contribute to the making of diverse trends in 
security groups and individual issues. But, all in all, it 
has been a favorable market in which to operate, with 
technical indications frequently quite clearly displayed 
and fairly sharply defined. 


One of the important groups that has supplied real 
leadership in recent market sessions is the petroleum sec- 
tion of the list. There are many good, sound reasons 
why this development has been an outstanding charac- 
teristic of early 1937 markets. The statistical position 
of the oil industry has been favorably affected by the 
extraordinary demand for products, and the fact that no 
new and prolific oil fields have been discovered in recent 
years. Should this trend in the industry continue, it 
undoubtedly will be reflected in further bettering of price 
structures, thereby providing higher profit margins for 
representative oil companies. The open winter experi- 
enced so far has had its effect on sustaining gasoline 
consumption at high levels, and the generally greater 
activity in industries that are heavy consumers of 
petroleum products appears to promise a high level of 
demand regardless of possible change to more severe 
temperatures. 

Those stocks representing companies concentrating 
largely in the producing end of the petroleum industry 
have been in greatest favor marketwise. This is logical 
for the reason that such organizations have huge stores 
of crude oil above and below ground, and any change 
in the price level has a very great effect upon the overall 








Keeping Up with the Active Stocks 
Shares Annual Earnings Interim Earnings Price Range 
Outstand- _—_—Divi- Recent Approx. a a — —1935—_—. —-1937-36-— 

ing dend Price Yield 1934 1935 1935 1936 High Low High Low 
Barnsdali Oil Co. 2,131,090 t.80(1) 30%, 2.6 d0.47 0.34 0.09se9 0.81se9 1434 5% 30%, 1414 
Consolidated Oil................ 13,944,886 1.80(1) 16% 4.7 do.02 0.74 sie 0.49je6 9121/4 6% 11% 11% 
Am. Power & Light.............. 3,008,512 ee 15 se d1.89 d0.71 d0.71nv12 0.28nv12 9%, 1% 155% 7% 
Anaconda Copper Min........... 8,674,338 {1.25(1) 55 2.3 0.22 1.29 0.91se9 1.15se9 307 8 551% 28 
> ee 11,731,978 -40(1) 191%, 2.1 0.25 0.43 0.32se12 0.47se12 1534 3% 233, 14 
| Cee eee 6,563,377 .60(1) 18% 0.32 0.33 0.22se9 0.57se9 1414 9%, 18% 12% 
Socony-Vacuum................ 31,151,075 -70(1) 16% 3.9 0.77 0.72 nope Soe 15%, 105%, 1714 1214 
General Motors................. 42,871,580 4.50(1) 6614 6.8 1.99 3.69 2.51se9 3.93se9 593 265% 77 53% 
United Air Lines................ 1,043,977 -20(1) 221% d2.19 0.00 0.12se9 0.13se9 133%, 4 23 13 
Stone & Webster................ 2,104,391 -25(1) 32%, oT d0.46 0.04 d0.27se9 0.53se9 151% 2% 335% 145, 
0 Se eee 9,340,069 {1.50(1) 5434 2.7 0.59 1.72 Scie 3.00se9 3014 161% 5514 28%, 
Paramount Pictures.... .......... 1,610,452 255% 0.79 1.00se9 O.52se9 12 8 255%, 7% 


(1)—Paid in 1936. 
months ended Nov. 30. 


t—tncludes extras. je6—6 months ended June 30. 


se9—9 months ended Sept. 30. se12—12 months ended Sept. 30. Nv12—12 
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value of the company’s properties, as well as upon its 
current earning power. Barnsdall Oil, Amerada, Hous- 
ton, Gulf, Skelly, and Ohio have been outstanding per- 
formers in this part of the petroleum list. Issues repre- 


senting integrated companies have also been quite 
strong, and technical indications throughout the oil 


group are most helpful in making selections from time 
to time for greatest possibility of near-term appreciation. 
For purposes of illustration of recent technical action 
in leading oil stocks attention is directed to Texas Corp. 
as the subject of our usual graph of price and volume 
fluctuations. Its market course has been roughly typical 
of most issues in its group, and will serve well in under- 
standing the underlying strength so clearly displayed 
among oil stocks generally. 

Following the readjustment in the general list that 
occurred in April, 1936, Texas Corp. rose from a level 
of approximately 32, to 40, the latter price reached in 
late July. Thereafter a gradual decline occurred on 
lower volumes of transactions, canceling roughly a third 
of the preceding rise, an entirely normal development 
from the technical angle. During the period September 
5 to 30, an inverted “head and shoulders” was outlined 
in the price movement, accompanied by low turnover 
(A-B-C on the graph). This bullish technical indica- 
tion was immediately followed by a strong and almost 
uninterrupted mark-up in price to the 50 level in early 
November. From this point (D on our graph), over 
the succeeding six weeks, the price fluctuations in Texas 
Corp. established a resistance level of 50, which was 
not penetrated more than fractionally in the period. It 
will be observed that during the progress of this forma- 
tion, which, incidentally, also outlines a rough “flat- 
topped triangle,” turnover showed a tendency to decline, 
nearly always a confirmatory sign that technical strength 
for an impending upward move is in process of being 
built up. On Tuesday, December 22, the technical 


strength so clearly advertised in the previous price move- 
ment in Texas Corp. broke out on the surface (E on 
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the graph). the resistance level of 50 was quickly over- 
come, and the price has proceeded on to new highs for 
the year and longer, accompanied by relatively higher 
volumes of trading. At this writing, there has been no 
indication that the technical strength so persistently 
displayed in the price and volume movement of Texas 
Corp. is abating, and as long as fundamentals within 
the petroleum industry continue to point toward im- 
provement, this stock promises to provide a good vehicle 
for speculation in the petroleum section of the list. 

The building construction stocks have also continued 
to provide good leadership in recent market sessions. 
American Radiator & Standard Sanitary, whose market 
action we discussed in the January 2, 1937, issue of THE 
MaGazINE OF WALL STREET, still is giving a good account 
of itself. Among the more “marginal” companies in this 
industry, Celotex. Certain-teed Products, and Walworth 
have provided plenty of movement for the short-term 
speculator. The two leading stocks in the field, Johns- 
Manville and U. S. Gypsum, have been consistently 
strong marketwise. providing a measure of confidence 
in the underlying soundness ‘of the group movement in 
the building and construction issues. 

Despite the recent publicity given in the press to the 
several fatal crashes that have occurred in the domestic 
air transport services, stocks of leading air line companies 
have been quite strong in the early markets of 1937. 
American Airlines (listed on the New York Curb Ex- 
change). and United Air Lines have been positively 
buoyant. North American Aviation (also a manufac- 
turer) has been making new highs after a three weeks’ 
consolidation of its run-up from the 714 level. which 
began as long ago as October, 1936. Not only is volume 
of airline traffic at most satisfactory levels, but the pros- 
pects of rapid adoption of the new Douglas DC-3 trans- 
port plane. and others to follow, promises soon to put 
these operators on a definitely profitable basis. It is 
beginning to appear that. once the new and much larger 
ships are in general use, (Please turn to page 451) 
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Sugar Prices Head Upward 


Profit Trend Favors Certain Producers 


BY C.S. BURTON 


; march of the commodities gathers followers and 
greater headway almost week by week. If it is remark- 
able how consumers can scale down their demands under 
pressure of necessity, it seems almost more remarkable 
how the same demands can expand, growing like Jack’s 
beanstalk, with a return of spending power or assurance 
of income. 

For sugar, as for cotton, the world has a grand appe- 
tite, which needs only to be turned into effective buying 
power to create a great disappearance. Sweets, which 
are sugar, are at once a necessity and a luxury. It is no 
matter for surprise that increased consumption of sugar 
should be registered in those countries where depression 
begins to ease. The consumption of sugar and fats, 
make a great index figure, a day to day pointer like the 
use of electric power. 

It is then a real evidence of betterment of conditions 
that various Continental countries show a substantial 
increase in the use of sugar. On the other hand, it is, 
in a way, remarkable that sugar can be eaten so freely, 
since its universal use marks it for the tax gatherer and 
erects hurdles in the world markets over which it must 
climb to reach the consumer. It is the necessity for its 
use that engenders the national desire to be self-suf- 
ficient and brings about its production in latitudes out- 
side of its natural habitat. 

Our own market operates under a quota system, under 


which the sugar to come to us from each source is fixe 
by allotment, taking care of our cane growers in Louis 
iana and Florida, our beet sugar producers on the Pacifx 
Coast and in Western Nebraska and Eastern Colorada, 
Primarily, of course, such quota figure is based on an 
estimate of annual consumption and the endeavor is ty 
divide this anticipated demand in fair and proper ratio 
among those who cater to our sweet tooth. 

United States used sugar in 1935 to the extent of 6- 
632,000 short tons calculated in terms of raw sugar; in 
1936, the last two months estimated, 6,500,000 short tons, 
The Secretary of Agriculture has just fixed the quotas, 
the total and the allotments for 1937, at 6,682,670 short 
tons. He evidently thinks recovery will cause us to take 
home a box of candy more often, or a larger one. 

The allotments made to the principal producers is 
shown in the table on page 441. 

There are other quotas or allotments which were not 
filled in 1936, nor is it expected that they will be filled 
in 1937; these unfilled allotments against which no 
sugar came in were, in pounds: 

Australia, 204; Brazil, 1,197; British Malaya, 26; 
Colombia, 267; Dutch West Indies, 6; France, 175; Ger- 
many, 117; Honduras, 3,432,568; Italy, 1,751; Japan, 
4,000; Salvador, 8,208,542; Venezuela, 290,002. All 
except two of these unfilled permitted imports are 
unimportant. Salvador has been erupting in a typical 
Central American revolution. Honduras may 
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have found a better market elsewhere for what- 
ever sugar she exported, she sent none here. 

The table shows an allotment to domestic 
producers of beet sugar of 1,613,756 tons, an 
increase of 271,379 tons over the allotment of 
1936. The beet sugar producers were unable 
to fill their quota during this year. The 1936 
output, or “crop,” is estimated at 1,350,000 
tons, only a part of which can be used to fill 
their allotment. If this leaves 1,000,000 tons 
of beet sugar to apply toward 1937 allotment, 
that, in turn, means some 600,000 tons would 
have to come out of the 1937 crop, available 
too late in the year to sell for 1937 delivery. 
These shortages in deliveries will, in due 
course, be apportioned among _ off-shore 
shippers. 

The Philippine situation is a bit peculiar. 

















Under the independence agreement, the Islands 
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can ship to our ports 972,000 short tons duty 
free, sugar beyond such amount must pay full 
duty. The Islands up to date have shipped 
931,360 tons charged against their 1936 quota 
of 1,000,829 tons. The table shows an increase 
in permitted exports to us of 34,913 tons, but 
there is every reason to believe that such ex- 
ports will be kept within the duty free limit 
and so create some further shortage which may 
be allotted elsewhere. 

The Islands do not hesitate to say that it is 
an economic impossibility for them to pay the 
duty. 

The international sugar agreement is no 
longer in effect, nevertheless, sugar has to en- 
counter many and varied obstacles in the chan- 
nels of trade; these trade hurdles vary. There 
are countries with a long standing export sur- 
plus; others, such as England, which in the face 
of nature have tried to build up domestic pro- 
duction, regardless of cost. There are tariffs 
and quotas, yet sugar does move, in spite of so 
many control schemes. 

The world’s production of sugar is divided 


Gendreau 





Sugar cane being flumed into a sugar mill in Hawaii 





between the sugar cane and the sugar beet and 
there are sugar beets and sugar canes, with 
august lineages, pedigrees of length. 

The current plantings of sugar beets for the 
whole world run to slightly more than 8 million 


acres. Our own production accounts for a little Cube.....- 
more than 10 per cent of this acreage. Russia Philippines 
is the country where the sugar beet grows: _ Petto Rico. 
nearly 40 per cent of the world beet crop is Hawaii..... 


grown in the Ukraine and in the black land 
belt, territory over which Herr Hitler casts a 
wishful eye, like the worshipper “On Jordan’s 
stormy banks.” 

In Great Britain, under heavy subsidy, the 


Dom. beets 


Virgin Islands....... ; 


Louisiana and Florida... . 


Full duty countries....... 


Quotas of Domestic Beet Sugar Producers 


= = 

quota quota or Dec. 
ES OSE CIA reer 2,085,022 1,922,423 —162,599 
Reet aa iee Stats Ae ee = Sao 1,000,829 1,035,742 +34,913 
SCO OEE CET NC RTE AS 901,839 831,508 —170,331 
Bee BR OCR Ie 1,059,294 976,685 —82,609 
es 5,926 5,462 —464 
Ne SOO TE ae 1,342,179 1,613,756 +271,379 
ec caietecd 388,738 270,664 —118,074 
Puen aee 28,860 26,610 — 2,250 





acreage runs to 360,000. Germany, desperate in 
her efforts for self-sufficiency, grows almost a 
million acres of beets, and France something more than 
the half of that. 

Total world beet sugar, calculated on the basis of 
raw sugar, for the current year, is estimated at 10,748,- 
237 tons, our part of this total being 1,274,000 tons. In 
‘ane sugar, world production is figured at 20,638,000 
tons, of which our domestic production is only an in- 
significant fraction—291,000 tons. 

Thus, we have a total of 31,386,000 short tons of sugar 
to satisfy the world appetite for a twelve month period, 
against a world consumption of 28,426,000 tons in 
1934-35. If this leaves an actual carry-over of 3 million 
tons in round figures, that is no more than enough to 
act as a proper balance in the market. 

It seems quite apparent that sugar prices are to work 
higher; consumption at home and abroad has an upward 
trend, as the accompanying chart indicates. There is 
no undue accumulation. 

As to the beet sugar industry, there is an element of 
uncertainty in the matter of benefit payments. 

Our domestic and insular sugar producers received, 
under the plan of processing taxes and benefit pay- 
ments, a total of $80,850,000. The Islands came in 
for a lion’s share, 50.4 per cent, the beet sugar people 





JANUARY 16, 1937 


36 per cent, and the domestic cane growers 13.5 per 
cent of this total. 

The matter of contracts and soil conservation pro- 
gram for the sugar beet growers, upon which acceptance 
of the current allotment depends, is in course of nego- 
tiation with the A A A officials and for the time seems 
to be in a deadlock. The point at issue appears to be 
the percentage of the net sales to be apportioned to the 
erowers. There is plenty of time for this decision to be 
made before planting season. 

On the whole the outlook is satisfactory. The world 
is using more sugar and generally at better prices. It 
is fair to expect an increased measure of prosperity for 
the leaders in the industry. Outside of our domestic 
beet producers, such as American Crystal Sugar and 
Great Western; the Porto Rican producers, Fajardo, 
South Porto Rico Sugar, Central Aguirre appear in the 
more favorable position. 

Spot raw sugar reached a price of 3.95 cents at the 
turn of the year, marking the highest price in nine years. 
The refiners’ margin is always close and follows raw 
prices in constant endeavor to reduce the lag to a mini- 
mum. Prospective further increase in volume is the 
refiners’ good cheer for the year ahead. 
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THE BUSINESS ANALYST 





aking the Pulao of Business. 


j an Old Year has closed with 
Business Activity, Raw Material 
Prices and the Common Stock In- 
dex at the highest point yet reached 
on the recovery. Per Capita Busi- 
ness Activity, at 97.7, is only 2.3% 
below the 1923-5 average and 26% 
greater than at the end of 1935. 
Raw Material Prices, at 81% of the 
1923-5 average, are 23% above the 
previous year; while the Index of 
Common Stock Prices, at 106, is 6% 
higher than at the close of 1925. 
The New Year has opened, how- 
ever, with a rather sharp slackening 
in Business Activity, owing 
partly to labor trouble in the 
automobile industry, and partly 
to the circumstance that steel 
ingot production, for reasons 
mentioned on _ the following 
page, has not staged the custom- 
ary post-holiday upsurge. Up 
to present writing, “stay-ins” 
and strikes at automobile and 
accessory plants have caused 
only minor interruptions to 
motor car assembling; but, if 
the disturbance should spread 
and be long drawn out, the con- 
sequent stoppages in steel and 
automobile production would 
bring a rather pronounced, al- 
beit temporary, recession in the 
country’s total volume of pro- 
duction. On the other hand a 
huge volume of speculative and 
precautionary purchases of 
wheat, cotton and metals, both 


—Steel at 80% Capacity 
—Strikes Slow Up Motors 
—Raw Materia! Prices Rise 


—Machinery Orders Gain 


depress our stock market for awhile. 

Other uncertainties in the nearby 
outlook include the possibility of 
disturbing legislation by the new 
Congress, and the efforts of our fiscal 
authorities to forestall an unhealthy 
expansion of bank credit. The new 
scheme of sterilizing gold imports, 








at home and abroad, with pres- 
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about the only group of securities to 
be benefited would be bank stocks. 
High grade, long term, bonds would 
recede. Even the commercial banks 
would be placed in an awkward 
predicament by such a development 
—especially if the rise in interest 
should be sharp; since the conse- 
guent increase in income would be 
offset; to some extent at least, by 
depreciation of their long term bond 
investments. 

These are the unknown variables 
which render it difficult to predict 
the near term future of business 
with any degree of certainty. It 
is fairly safe, though, to venture 
an opinion that the general level 
of business activity for the pres- 
ent quarter will average well 
above that for the first three 
months of 1936 and that, bar- 
ring unexpected developments 
of unusually adverse character, 
the prospects for 1937 as a 
whole remain decidedly favor- 
able. It is well to bear in mind 
that strikes have always been 
symptomatic of expanding busi- 
ness activity and have never 
offered anything more than a 
temporary check to the incom- 
ing tide of prosperity. In the 
present instance, though total 
payrolls would be reduced while 
the trouble lasts, a temporary 
leveling off in demand for basic 
products might check _ the 
threatened rise in living costs 





and so help to maintain the 





sure for prompt delivery, are 

serving at present as a_ powerful 
business stimulant. Such a situa- 
tion is necessarily unhealthy; since 
the aftermath might be a slump in 
commodity prices if the foreign 
situation should be cleared up amic- 
ably; while an outbreak of actual 
hostilities would almost certainly 


442 


conjoined with a second increase in 
reserve requirements, may tend to 
stiffen interest rates despite the 
Administration’s determination to 
maintain an easy money policy. The 
two objectives appear to be mutu- 
ally contradictory and if the out- 
come should be higher interest rates, 


country’s purchasing power. 

Thus far the public’s ability to buy 
continues to increase faster than 
prices. In November, factory pay- 
rolls were nearly 20% larger than 
for the corresponding month of 
1935; while the farmers’ cash in- 
come, including benefit payments, 
rose 3.3%, with a cumulative in- 
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crease Of 10% for the first 11 


months. Dividends declared in De- 
cember were almost 40% more 
liberal than for December, 1935, 


which was about the same increase 
as shown for the full year of 1936. 

In the capital goods field, reports 
for November also make cheerful 
reading, with an increase over last 
year of 227% in the amount of new 
capital raised through flotation of 
corporate securities, and a gain of 
70% in the estimated value of per- 
mits for new residences; though the 
cumulative increase for 11 months in 
this instance was 114%. About 
20% of the net amount of capital to 
be realized from new securities 
whose registration became effective 
in November will be for new capital, 
against an estimated 10% for the 
first 11 months. 

Wholesale trade in November was 
about 10% better than for the previ- 
ous vear, and department store 
sales, though up 12.5% for the 
Christmas season, have since turned 
rather spotty—owing partly to labor 
unrest. 


The Trend of Major Industries 


STEEL—While the post-holiday 
expansion in steel operations has 
been rather Jess than customary 
from a percentage viewpoint, owing 
to the circumstance that shut downs 
over the holidays were much less 
drastic than in former years, the 
steel ingot rate has risen to well 
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tbove 80% of capacity, the highest 
level yet reached on the recovery. 
Mild weather, which is permitting 
unseasonally great activity in build- 
ing operations, joined with pressure 
for prompt deliveries of motor steel 
as insurance against labor interrup- 
tions, has speeded up production to 
about the maximum limit permis- 
sible with present shortages in coke 
and pig iron and scrap steel. Un- 
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filled orders in many cases suflice 
to maintain production around the 
current level throughout the first 
quarter. In sheets the backlog is of 
record proportions, with new pur- 
chases at the higher quotations be- 
ing freely made for March delivery. 
European steel makers are swamped 
with the heaviest orders in 12 years; 
but, like the U. S., being handi- 
capped by shortages of coke, and 
even ore, are refusing a great deal 
of business. As this is written, how- 
ever, domestic mills are beginning 
to receive stop-shipment orders 
from industries afflicted with labor 
trouble, and it is anyone’s guess as 
to how much operations will be 
affected if the disturbance spreads. 


CONSTRUCTION — The 
has closed upon the construction of 
an estimated 270,000 new dwellings 
erected, exclusive of farm buildings. 
Housing Administrator, Stewart Mc- 
Donald, believes that between 400.- 
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000 and 450,000 non-farm units will 
be built in 1937, barring excessive 
increases in construction costs. As 
stated in the preceding paragraph, 
open weather thus far this winter is 
permitting unusually active building 
operations, though shortages of 
skilled labor are beginning to be en- 
countered in a few localities. 


OIL Major oil companies are 
thus far non-commital as to follow- 
ing the lead of Continental and 
Barnsdall in advancing the mid- 
continent crude price. Some fear 
that the time is not propitious in 
view of labor threats to consump- 
tion arising from possible tie-ups in 
the motor, accessories and steel in- 
dustries; but the trade looks for a 
general increase of around 10c in the 
not distant future. Incident to the 
step-up of around 5% in allowable 
production by Texas, Kansas and 





Oklahoma, crude stocks above 
ground have recently shown the first 
increase since early June. Crude 
oi} production and consumption of 
gasoline last year were the largest 
on record and more than 10% ahead 
of 1935. Earnings of the industry 
were the best since 1929. 


RAILS—Increases in transconti- 
nental freight rates, which will vir- 
tually offset the loss of emergency 
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surcharges so far as concerns the 
roads affected, have been author- 
ized by the I. C. C. since our last 
issue. Another welcome develop- 
ment has been the strong protest 
against surtaxes on undivided 
profits embodied in the annual re- 
port of the I. C. C., which sees in 
this tax an unfortunate frustration 
of its efforts to have the carriers 
establish sinking funds for retire- 
ment of bond issues. Car loadings 
over the holidays staged a greater 
than seasonal drop, reflecting the 
deferment of shipments until the 
New Year when emergency sur- 
charges lapsed. 


METALS — A spurt in foreign 
copper to 12.05c since our last issue 
lias been responsible for an advance 
to 12c in the domestic price; though 
this was followed by a temporary 
wave of profit taking on speculative 
holdings abroad which depressed 
the price by nearly 3c. Owing to 
the clouded labor outlook, all ship- 
ments of copper to the General 
Motors plants have been ordered 
stopped; but it is well to note that 
the entire motor industry consumes 
only 17% of domestic production. 
Demand from the utilities at home, 
and for armament purposes abroad, 
should more than take up any tem- 
porary slack occasioned by interrup- 
tions at automobile and accessory 
plants. Domestic apparent con- 
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sumption last year was 40% ahead 
of 1935; but world production was 
about 16% under the 1929 peak of 
2,118,209 short tons. One factor in 
the domestic price advance has been 
the huge exports of scrap to Europe. 
Consumption of nickel and of alumi- 
num last year set a new all time 
record. In renewing the interna- 
tional control agreement for another 
five years, the Committee has set 
the first quarter’s production quota 
at 100%—about equivalent to the 
former 105%, in view of increased 
allowables for Siam and the Belgian 
Congo. World visible supplies of tin 
ure still increasing gradually, how- 
ever, since this is the slack season in 
can production. 





AUTOMOBILES—In 1936, 11% 
more passenger cars and trucks were 
sold in the U. S. and Canada than 
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in 1935, and the wholesale value of 
these 4,565,000 units came to $2,- 
450,000,000. Tires and accessories 
contributed an additional $1,176,- 


that 1937 will witness further expan- 
sion of around 10%. Mail order 
houses sold about 25% more goods 
last year than in 1935. Department 
stores gained about 12%, while 
variety stores registered an improve- 
ment of nearly 10%. On a unit 
quantity basis, retail sales last year 
probably topped 1929, the pre- 
vious peak year; but were off 
about 16%, owing to the lower price 
level. 


MACHINE TOOLS — Machine 
tool orders last year were about 
48% ahead of 1935, but 20% under 
1929. Further. improvement _ is 
looked for in 1937, owing to the ris- 
ing trend of new securities flotations, 
the demand for labor saving devices 
created by higher wages and social 
security taxes, and the pressing 
need for modernization of obsolete 
equipment in the expanding heavy 
goods industries. 


CHEMICALS — Sales in the 
chemical industry last year are esti- 
mated to have run about 13% 
ahead of 1935, at advancing prices, 
and promises of further business 
expansion among consuming indus- 
tries hold encouragement for further 
gains in 1937. 


BUSINESS MACHINES—Sales 
of typewriter and calculating equip- 
ment last year exceeded the volume 
for 1935 by 25%, and the trade 





looks for at least as good a percent. 
age gain in 1937. } 


PAPER—Tonnage sales of paper 
last year topped all previous records, F 
and were 15% ahead of 1936; though F 


profits were disappointing because 
of low prices. 1937 is expected to 
produce better earnings. 


UTILITIES—Electric power out- 
put last year exceeded 1935 by 
13.5%, and topped 1929 by 17%, 
Owing to the drought in early 
months, hydroelectric power, which 
accounted for 35% of the country’s 
iotal output, gained but little over 
1935. Unit volume sales of natural 
gas last year exceeded output in 
1929 by 35%, while the gain in 
manufactured gas over 1929 came 


















































to 12%. Gross revenues of natural 
gas companies last year topped 1935 
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by 11.6%; though dollar sales of 
manufactured gas gained only 1.4% 
—both figures reflecting lower rates 
last year. Profits of both electric 
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THE MAGAZINE OF WALL STREET'S COMMON STOCK INDEX 


1936-7 Indexes 





icsiaieaicihahsii 


Low Dec. 24 Dec. 31 lomo 





(1925 Close—100) High 
78.6 43.0 295 COMBINED AVER. 110.4 78.4 104.3 106.0 
“419.5 64.1 5 Asgricult t 211.4 113.4 197.2 204.6 
41.9 17.8 6 Amusements............ 68.8 39.9 66.0 68.6 
116.9 44.6 14 Automobile Accessories... 143.5 116.8 129.8 128.1 
17.7. 8.8 13 Automobiles..... fe 25.1 17.7 23.6 23.3 
108.2 41.3 7 Aviation (1927 CL 100). 166.2 104.3 147.0 156.8 
14.7 7.9 3 Baking (1926 Cl.—100). 25.1 12.6 21.6 21.8 
325.0 184.9 2 Bot. & Cks. (‘32 Cl.—1 00)... 500.9 318.6 453.1 456.6 
209.9 113.7 3 Business Machines 91.6 202.8 233.0 262.0 
316.6 226.1 es aa 287.4 216.2 233.0 237.5 
202.7 144.6 8 Chemicals 237.1 187.5 227.3 288.7 
42.8 22.6 10 Construction itis 76.8 42.8 71.6 73.4 
88.6 35.7 6 Copper & Brass..... : 183.7 87.9 156.4 165.9 
39.3 27.5 2 Dairy Products.......... 47.8 39. 39.5 41.0 
26.6 16.0 9 Department Stores........ 41.8 23.3 36.9 36.0 
87.6 56.1 7 Drugs & Toilet Articles.... 100.1 72.8 90.4 92.1 
270.0 211.2 2 Finance Companies........ 441.1 227.2 393.8 388.4 
66.2 51.8 7 Food Brands............. 70.1 60.9 66.7 65.6 
56.4 46.2 tr 56.6 41.4 50.4 51.4 
65.7 32.1 3 Furniture & Floor Cover.... 108.7 65.7 100.3 103.2 
1209.7 990.2 3 Gold Mining............. 1296.9 1116.0 1156.2 1149.1 
46.8 35.3 5 H hold Eq ae 61.7 46.5 57.5 59.2 
38.7 17.0 5 Investment Trusts.......... 51.5 36.6 43.4 49.2 
359.0 223.6 2 Liquor (1932 Cl—100).... 341.6 265.2 292.0 284.8 
139.0 65.1 9 Machinery............... 196.7. 134.7 184.0 189.5 
67.3 36.0 2 Mail Order.............. 107.4 61.3 91.1 89.6 
63.0 34.5 4 Meat Packing............ 84.4 59.4 78.4 79.6 
183.6 109.4 10 Metal Mining & Smelting.. 240.7 159.5 232.3 232.5 
SVR Betis WS FG, nw. wee cease 146.2 97.2 137.3 142.8 
67.2 23.0 18 Public Utilities........... 105.0 67.2 95.2 96.6 
33.0 15.9 3 Radio (1937—100)...... 35.4 26.7 28.5 28.4 
85.7 29.3 8 Railroad Equipment...... 103.5 52.5 97.5 100.4 
a eer 39.8 27.3 35.9 37.2 
16.8 5.2 | Oe renee 28.0 13.4 25.6 25.6 
76.4 28.5 3 Shipbuilding............. 87.6 62.7 76.8 76.0 
O8:4 B27 04 Seer Ge Wom.........2.55- 127.2 85.2 123.2 124.6 
30.4 21.1 NT OS Sos 5.465.590 bre ws 45.3 29.8 40.0 43.9 
153.6 122.5 2 Sulphur.. ... 975.6 142.5 159.3 159.9 
72.3 342 3 Tdleghone & ‘Teleoush. , 97.4 76.6 81.6 81.5 
73.5 34.7 | SUES Saree 83.5 62.0 78.9 77.1 
10.6 6.0 4 Tires & Rubber 20.9 10.6 20.4 20.9 
101.8 77.2 4 Tobscco........... 100.2 87.2 92.0 94.1 
BS SU BION. a oe cecees 76.2 61.0 62.1 65.1 
282.8 219.7 4 Variety Stores........... 369.2 232.5 324.8 333.8 
H—Ncw HIGH record since 1931. 
DAILY INDEXES OF SECURITIES 
N. Y. N. Y. Times 
Times Dow-Jones Avgs. ———50 Stocks— 
40 Bonds 30Indus. 20 Rails High Low 
Monday Dee. 28....... 89.51 177.12 52.20 135.91 133.66 
Tuesday, Dec. 29...... 89.51 177.60 52.26 134.57 132.87 
Wednesday, Dec. 30... 89.96 180.57 53.61 137.33 134.78 
Thursday, Dec. 31...... 90.19 179.90 53.63 138.04 136.36 
Friday, January 1...... HOLIDAY—EXCHANGE CLOSED 
Saturday, Jan. 2........ 90.09 172.52 53.28 136.87 135.77 
Monday, Jan. 4........ 90.16 177.72 53.15 136.21 134.74 
Tuesday, Jan. 5........ 90.14 179.07 53.63 137.24 135.91 
Wednesday, Jan. 6..... 90.23 178.92 53.34 137.59 135.11 
Thursday, Jan. 7........ 90.47 181.72 54.66 139.11 136.99 
Friday, Jan. 8.........% 90.61 182.95 55.31 140.59 138.55 
Saturday, Jan.9........ 90.65 182.75 55.13 140.25 139.43 


Week Ended Jan. 9 Week Ended Jan. 2 


13,019,805 


Total Transactions 
Year to Jan. 9 


13,710,465 


8,825,093 


Same Date 
1936 


24,913,000 


STOCK MARKET VOLUME 


6,905,438 


Same Date 
1935 


9,606,596 


110. 4H 


1165.2 
61.7H 
51.5H 

289.0 


196.7H 
90.0 
84.4 
240.7H 
146.2H 
105.9H 


28.2 
103.5H 

38.8 

28.0H 


82.5 
127.2H 

45.2 
165.7 


84.0 
81.4 
20.5 
96.0 
67.0 


333.8 


Sales 
1,787,516 
2,280,542 
2,306,070 
1,760,305 


690,660 


1,507,753 
1,869,400 
1,921,010 
3,055,970 
3,217,010 
1,448,662 


Week Ended Dec. 26 








Note: 
F. W. Dodge—37 states. 
*—000 omitted. 
Oc—October. 


Nv—November. 


Latest figures compiled as of Jan. 11. 
(F}—Dun & Bradstreet. 
t—000,000 omitted. 


(b)—1,000 oe tons. 
(G)—U. S. 


(C)—Iron Age. 


(d)— 


Labor Bureau '23-25—100, 
§—Week ended Jan. 7. 


*—lron Age Saeanen 
De—December. 








MONEY RATES 


Time Money (90 day). 
Prime Commercial Paper 
Call Money... 
Re-Discount Rate... 


CREDIT 


Bank Clearings. N. Y.7.. 


Bank Clearings 
(outside N. Y.)+. 


Brokers’ Loans, F. R.7 


Brokers’ Loans N. Y. S, E.+ 
New Corporate Financingt 


COMMODITY PRICES 


Finished Steel* ¢ per Ib...... 
Pig lron* $ perton..... 
Steel Scrap* $ per ton... 
Copper, $ per Ib........ 
Lead, $ per lb...... 

Zinc, $ per Ib........ 

Tin, $ per Ib.. 
Rubber, $ per Ib.. 


Crude Oil (Mid- Cont. », s, per 
i ea ae 


Sugar, raw, $ perlb........ 
Silk, raw, $ perlb......... 
Wool, raw, $ perlb......... 
Wheat, Price, May, $ per bu. 
Cotton Price, Mar, $ per Ib... 
Corn Price, May, $ per bu... 


KEY INDUSTRIES 


Steel Ingot Prod. (b) (ton:).. . 
U. S. Steel Corp. Shipments 
Raia 
Pig lron Production (b) (tons). 
Operating Rate, % Capacity . 
Auto Production.......... 





Bldg. Contract Awards (d)* $208,204Nv $225,7670Oc $188,115 


Residential Bldg. (d)* . 
Cement Shipments* (bbls)... . 
Coal Production (tons) Bit.. . 
Cotton Consumption (bales)*. 
Meer Tool Orders, '26— 


Oil’Prod., daily aver. (bbls.)* 
Stocks of Gasoline* (bbls.). . 
Elec. Pwr. Output (kwh)t. 


TRANSPORTATION 


Carloadings*®........ 
Miscellaneous Freight* . . 
Merchandise, L.C.L.* 


TRADE 


Dereon Store Sales '23-25 


Mail Order Sales*.... 
Merchandise Imports* . . 
Merchandise Exports*. . . 
Business Failures (F)... 


EMPLOYMENT 


Factory (G)....... 
Durable Goods indies (G) 


Consumers Goods (G)....... 
Factory Payrolls (G).... 






Latest Previous Year 
Week Week Ago 
114% 14% 1% 
WyG1% wWw@1% RwRE@1% 
1% 1% W% 
114% 114% 12% 
$4,155 $3,731 $4,427 
2,383 2,108 2,292 
1,042 1.080 967 
Last 
Jan. 1 Dec. 9 Year 
1,051 984 938 
531De 197Nv 150 
Latest Previous Year 
Week Week Ago 
2.330 2.274 2.130 
20.25 19.73 18.84 
17.92 17.75 13.33 
12 19 -091/, 
06 06 .045 
.056 .0545 .0485 
5130 51% (ATG 
21% «= .21%qysi«isd 
1.10-1.27 1.10 1.10 
20396 0390 0310 
2.02% 2.01 2.071% 
1.08-1.10 1.01-1.03 -81 
1.34 1.3514 1.01 
1246 +1240 ~1116 
1.071%, 1.06 -601% 
Year 
Dec. Nov. Ago 
4,432 4,337 3,073 
1,067.4 892.6 661.5 
3,095 2,947 2,106 
T91o§ 791 51.0 
394,890 224,628 395,059 
68,441Nv 79,6640c 39,695 
8,962Nv 13,0890c 5,976 
40,615Nv 42,9350c 33,404 
626.7Nv 646.50c 512.3 
147.1Nvy 136.50c¢ 98.6 
Latest Previous Year 
Week Week Ago 
3,121 3,133 2,803 
62,661 60,873 57,084 
2,069 2,081 1,855 
Latest Previous Year 
Week Week Ago 
588 562 542 
242 225 200 
133 133 124 
Year 
Nov. Oct Ago 
93 90 82 
$84,850 $94,655 $68,899 
196,423 212,464 169,385 
225,766 264,740 269,838 
692De 688Nv 910 
Year 
Nov. Oct. Ago 
96.6 96.5 88.7 
90.4 88.9 80.1 
103.2 104.7 97.9 
90.1 88.8 75.5 




























































sumption last year was 40% ahead 
of 1935; but world production was 
about 16% under the 1929 peak of 
2,118,209 short tons. One factor in 
the domestic price advance has been 
the huge exports of scrap to Europe. 
Consumption of nickel and of alumi- 
num last year set a new all time 
record. In renewing the interna- 
tional control agreement for another 
five years, the Committee has set 
the first quarter’s production quota 
at 100%—about equivalent to the 
former 105%, in view of increased 
allowables for Siam and the Belgian 
Congo. World visible supplies of tin 
ure still increasing gradually, how- 
ever, since this is the slack season in 
can production. 





AUTOMOBILES—In 1936, 11% 
more passenger cars and trucks were 
sold in the U. S. and Canada than 
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in 1935, and the wholesale value of 
these 4,565,000 units came to $2,- 
450,000,000. Tires and accessories 
contributed an additional $1,176,- 
000,000. The industry 


that 1937 will witness further expan- 
sion of around 10%. Mail order 
houses sold about 25% more goods 
last year than in 1935. Department 
stores gained about 12%, while 
variety stores registered an improve- 
ment of nearly 10%. On a unit 
quantity basis, retail sales last year 
probably topped 1929, the pre- 
vious peak year; but were off 
about 16%, owing to the lower price 
level. 


MACHINE TOOLS — Machine 
tool orders last year were about 
48% ahead of 1935, but 20% under 
1929. Further. improvement _ is 
looked for in 1937, owing to the ris- 
ing trend of new securities flotations, 
the demand for labor saving devices 
created by higher wages and social 
security taxes, and the pressing 
need for modernization of obsolete 
equipment in the expanding heavy 
goods industries. 


CHEMICALS — Sales in the 
chemical industry last year are esti- 
mated to have run about 138% 
ahead of 1935, at advancing prices, 
and promises of further business 
expansion among consuming indus- 
tries hold encouragement for further 
gains in 1937. 


BUSINESS MACHINES—Sales 
of typewriter and calculating equip- 
ment last year exceeded the volume 
for 1935 by 25%, and the trade 





looks for at least as good a percent- 
age gain in 1937. 


PAPER—Tonnage sales of paper 
last year topped all previous records, 
and were 15% ahead of 1936; though 
profits were disappointing because 
of low prices. 1937 is expected to 
produce better earnings. 


UTILITIES—Electric power out- 
put last year exceeded 1935 by 
13.5%, and topped 1929 by 17%, 
Owing to the drought in early 
months, hydroelectric power, which 
accounted for 35% of the country’s 
iotal output, gained but little over 
1935. Unit volume sales of natural 
gas last year exceeded output in 
1929 by 35%, while the gain in 
manufactured gas over 1929 came 
to 12%. Gross revenues of natural 
gas companies last year topped 1935 
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by 11.6%; though dollar sales of 
manufactured gas gained only 1.4% 
—both figures reflecting lower rates 
last year. Profits of both electric 

and gas_ producers, 








consumed 17,900,- 





000,000 gallons of 
gasoline, 960,000,000 


pounds of crude rub- ie 
ber, 226,000,000 150 
pounds of cotton fab- 140 
ric, 72% of all plate 130 


glass produced in this 
country, 35% of our 
lead, and 22% of the 
domestic steel output. 
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with the largest holi- 
day trade since 1929, 














total retail sales in all 
lines last year 
reached approxi- 


mately $38,000,000, 

° “4 i eee up 2.7 OST ee 
an rape se of a p sends. mA pecans sssesererecees up 1. Building Material........... 
proximately 15 % a ae up 0.6 Chemicals. . Se ee 

: f Ene hes Sieben seacecn cee up 0.5 Housefurnishings........... 
over 1935. It is Fuel and lighting............ down 0.3 Miscellaneous.............. 








believed in the trade 
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however, showed im- 
provement. 
170 
- Conclusion 
1590 
140 Though _ business 
- volume and prices 
; closed the year at 
a close to the best level 
eee yet reached on the 
—— recovery, and while 
-_{90 longer term prospects 
Aco remain distinctly fav- 
ie orable, the first quar- 
z ter’s outlook is some- 
what clouded by 
- labor unrest and 
speculative excess in 
basic commodities. 
It is probable, how- 
...up 11 ever, that our busi- 
---up 1.0 ° ° . 
..-Up 0.7 ness index will remain 
” aan above the year ago 
level. 
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Finance Dmenieaiiiithnds 


THE MAGAZINE OF WALL STREET'S COMMON STOCK INDEX 





1935 Indexes 1936-7 Indexes 
——————_No. of — a 
High Low Issues (1925 Close—100) High Low Dec. 24 Dee. 31. Jan. o 
78.6 43. i] 295 COMBINED AVER. 110.4 78.4 104.3 106.0 110.4H 
119.5 “64.1 5 As icultural | pl _ ae 211. 4 113.4 197.2 204.6 211.4H 
41.9 17.8 6 Amusements............. 68.8 39.9 66.0 68.6 68.8H 
116.9 44.6 14 Automobile Accessories... 143.5 116.8 129.8 128.1 133.7 
17.7 8.8 13 Automobiles........... 25.1 17.7 23.6 23.3 25.1H 
108.2 41.3 7 Aviation (1927 Cl.— 100). 166.2 104.3 147.0 156.8 166.2H 
14.7 79 3 Baking (1926 Cl.—100)... 23.4 12.6 21.6 21.8 25.1 
325.0 184.9 2 Bot. & Cks. ('32 Cl.—1 00).. . 500.9 318.6 453.1 456.6 457.5 1 
209.9 113.7 3 Business Machines... . 291.6 202.8 233.0 262.0 291.6H 
316.6 226.1 RNS 5 Ais sco -6:8 eee 287.4 216.2 233.0 237.5 242.8 
202.7 144.6 ho ee | 187.5 227.3 228.7 234.2 
42.8 22.6 10 Construction.............. 76.8 42.8 71.6 73.4 76.8H | 
88.6 35.7 6 Copper & Brass........... 183.7 87.9 156.4 165.9 183.7H || 
39.3 27.5 2 Dairy Products.......... . £478 39.3 39.5 41.0 41.3 Ht 
26.6 16.0 9 Department Stores......... 41.8 23.3 36.9 36.0 37.0 1 
87.6 56.1 7 Drugs & Toilet Articles.... 100.1 72.8 90.4 92.1 97.5 
270.0 211.2 2 Finance mn Berit es 441.1 227.2 393.8 388.4 386.1 
66.2 51.8 7 Food Brands..... SAP oe 70.1 60.9 66.7 65.6 66.1 1] 
56.4 46.2 eee 56.6 41.4 50.4 51.4 51.4 HI 
65.7 32.1 3 Furniture & Floor Cover.... 108.7 65.7 100.3 103.2 108.7H | 
1209.7 990.2 3 Gold Mining............. 1296.9 1116.0 1156.2 1149.1 1165.2 
46.8 35.3 5 Household Equipment..... 61.7 46.5 57.5 59.2 61.7H 
38.7 17.0 5 Investment Trusts.......... $1.5 36.6 43.4 49.2 51.5H | 
359.0 223.6 2 Liquor (1932 Cl—100).... 341.6 265.2 292.0 284.8 289.0 
139.0 65.1 9 Machinery........... ... 196.7 134.7 184.0 189.5 196.7H 
67.3 36.0 2 Mail Order.............. 107.4 61.3 91.1 89.6 90.0 | 
63.0 34.5 4 Meat Packing............ 84.4 59.4 78.4 79.6 84.4 1 
183.6 109. 10 Metal Mining & Smelting.. 240.7 159.5 232.3 232.5 240.7H 
97.2 51.3 24 Petroleum. sees eewee sy 97.2 137.3 142.8 146.2H 
67.2 23.0 18 Public Utilities. Baines 5a )> 105.0 67.2 95.2 96.6 105.9H | 
33.0 15.9 3 Radio (1937—100)....... 35.4 26.7 28.5 28.4 28.2 
85.7 29.3 8 Railroad Equipment....... 103.5 52.5 97.5 100.4 103.5H 
28.8 16.5 24 Railroads................ 39.8 27.2 35.9 37.2 38.8 
16.8 5.2 css Waa Saks soem 28.0 13.4 25.6 25.6 28.0H || 
76.4 28.5 3 Shipbuilding.......... a 87.6 62.7 76.8 76.0 82.5 
88.1 37.6 11 Steel &lron.......... . 2 85.2 123.2 124.6 127.2H | 
30.4 21.1 | Eee : 45.3 29.8 40.0 43.9 45.2 \| 
153.6 122.5 2 Sulphur. . a ... 175.6 142.5 159.3 159.9 165.7 | 
78.3 34.2 3 Telaghone & ‘Telegraph. :.. oe 76.6 81.6 81.5 84.0 
73.5 34.7 . .. See 83.5 62.0 78.9 77.1 81.4 | 
10.6 6.0 4 Tires & Rubber........... 20.9 10.6 20.4 20.9 20.5 | 
Oe a ha Sa ee 100.2 87.2 92.0 94.1 96.0 
85.4 51.0 ts 76.2 61.0 62.1 65.1 67.0 
282.8 219.7 4 Variety Stores............ 369.2 232.5 324.8 333.8 333.8 | 


H—Ncw HIGH record since 1931. {| 


N.Y. N. Y. Times 
Times Dow-Jones Avgs. ———50 Stocks——. 
40 Bonds 30Indus. 20 Rails High Low Sales 

Monday Dec. 28....... 89.51 177.12 52.20 135.91 133.66 1,787,516 
Tuesday, Dec. 29...... 89.51 177.60 52.26 134.57 132.87 2,280,542 
Wednesday, Dec. 30... 89.96 180.57 53.61 137.33 134.78 2,306,070 
Thursday, Dec. 31...... 90.19 179.90 53.63 138.04 136.36 1,760,305 
Friday, January 1...... HOLIDAY—EXCHANGE CLOSED 
Saturday, Jan. 2........ 90.09 172.52 53.28 136.87 135.77 690,660 
Monday, Jan. 4........ 90.16 177.72 53.15 136.21 134.74 1,507,753 
Tuesday, Jan. 5........ 90.14 179.07 53.63 137.24 135.91 1,869,400 
Wednesday, Jan. 6..... 90.23 178.92 53.34 137.59 135.11 1,921,010 
Thursday, Jan. 7........ 90.47 181.72 54.66 139.11 136.99 3,055,970 
Friday, Jan. 8.......... 90.61 182.95 55.31 140.59 138.55 3,217,010 
Saturday, Jan.9........ 90.65 182.75 55.13 140.25 139.43 1,448,662 


STOCK MARKET VOLUME 





Week Ended Jan. 9 Week Ended Jan. 2 Week Ended Dec. 26 


13,019,805 8,825,093 6,905,438 

Total Transactions Same Date Same Date 
Year to Jan. 9 1936 1935 1} 
13,710,465 24,913,000 9,606,596 | 








Note: Latest figures compiled as of Jan. 11. (b)—1,000 Grosstons. (C)—Iron Age. (d)}— | 
F. W. Dodge—37 states. (F)—Dun & Bradstreet. (G)—U. S. Labor Bureau '23-25—100. 
*—000 omitted. {—000,000 omitted. *—lron Age Composite. §—Week ended Jan. 7. 
Oc—October. Nv—November. De—December. 
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MONEY RATES lad lm 
Time Money (90 day). 114% 114% 1% 
Prime Commercial Paper WyG1% %WyG@G1% Wwe@1% 
Call Money 1% 1% WaT 
Re-Discount Rate... 114% 114% 114% 

CREDIT 
Bank Clearings. N. Y.i $4,155 $3,731 $4,427 
Bank Clearings 

(outside N. Y.)# 2,383 2,108 2,292 

Brokers’ Loans, F. R.j 1,042 1.080 967 

Last 

Jan. 1 Dec. 9 Year 

Brokers' Loans N. Y. S. E.i 1,051 984 938 

New Corporate Financing 531De 197Nv 150 
Latest Previous Year 

COMMODITY PRICES Week Week Ago 
Finished Steel* ¢ per Ib.. 2.330 2.274 2.130 
Pig Iron* $ perton........ 20.25 19.73 18.84 
Steel Scrap* $ perton...... 17.92 17.75 13.33 
Copper, $ per Ib....... ae -12 -12 091, 
Lead, $ per Ib... ; .06 .06 .045 
Zine, $ perlb;....... : .056 .0545 .0485 
Tin, $ perlb....... -5130 5194 AT", 
Rubber, $ per Ib......... 2217 2213/4 .14 
Crude Oil eee Cont. y s per 

barrel... . R 1.10-1.27 1.10 1.10 
Sugar, raw, $ per Ib... Syren 20396 .0390 .0310 
Silk, raw, $ perlb....... : 2.0214 2.01 2.0714 
Wool, raw, $ per lb......... 1.08-1.10 1.01-1.03 -81 
Wheat, Price, May, $ per bu. 1.34 1.3514 1.01 
Cotton Price, Mar, $ per Ib. -1246 -1240 -1116 
Corn Price, May, $ per bu.. 1.0714 1.06 60% 

Year 

KEY INDUSTRIES Dec. Nov. Ago 
Steel Ingot Prod. (b) (ton ).. . 4,432 4,337 3,073 
U. S. Steel Corp. Shipments 

oo ee ie 1,067.4 8F2.6 661.5 
Pig Iron Production (b) (tons). 3,095 2,947 2,106 
Operating Rate, % Capacity . 791 § 791 51.0 
Auto Production.......... 394,890 224,628 395,059 
Bldg. Contract Awards (d)* $208,204Nv $225,7670Oc $188,115 
Residential Bldg. (d)*...... 68,441Nv 79,6640c 39,695 
Cement Shipments* (bbls). . . 8,962Nv 13,0890c 5,976 
Coal Production (tons) Bit... 40,615Nv 42,9350c 33,404 
Cotton Consumption (bales)*. 626.7Nv 646.5Oc 512.3 


Mach. Tool Orders, '26— 
1) ne 147.1Nv 136.50c 98.6 


Latest Previous Year 


Week Week Ago 
Oil’Prod., daily aver. (bbls.)* 3,121 3,133 2,803 


Stocks of Gasoline* (bbls.) 62,661 60,873 57,084 
Elec. Pwr. Output (kwh)?. 2,069 2,081 1,855 
Latest Previous Year 

TRANSPORTATION Week Week Ago 
Carloadings®........ ss 588 562 542 
Miscellaneous Freight . 242 225 200 
Merchandise, L.C.L.* 4 133 133 124 
Year 
TRADE Nov. Oct. Ago 

Dept. Store Sales ‘23-25 

Se : 93 90 82 
Mail Order Sales*......... $84,850 $94,655 $68,899 
Merchandise Imports* . . . 196,423 212,464 169,385 
Merchandise Exports* . . . 225,766 264,740 269,838 
Business Failures (F)..... . 692De 688Nv 910 
Year 

EMPLOYMENT Nov. Oct. Ago 
Factory (G)......... 96.6 96.5 88.7 
Durable Goods ssdusbtes (G) 90.4 88.9 80.1 
Consumers Goods (G)....... 103.2 104.7 97.9 
Factory Payrolls (G)........ 90.1 88.8 75.5 
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The Personal Service Department of THe MaGazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Studebaker Corp. 


Will you advise me, a new reader of your 
publication, why Studebaker should not be 
making greater strides marketwise when its 
financial position and sales are said to be 
much improved? Is any early upmove a 
possibility?—-G. F. K., Detroit, Mich. 


As you are probably aware, Stude- 
baker Corp. was reorganized early 
in 1935 under Section 77-B of the 
Federal Bankruptcy Act. This re- 
organization considerably improved 
the company’s position inasmuch as 
property values were written down 
sharply from $49,000,000 to ap- 
proximately $15,000,000, with a 
consequent savings in depreciation 
charges. Furthermore, the finances 
of the company were strengthened 
and it was thereby placed in a posi- 
tion to actively meet the keen com- 
petition existing in the field. In this 
the success of the present manage- 
ment is clearly evidenced by the 
sales figures released by the com- 
pany. In the first eleven months of 
1936, total unit sales, both cars and 
trucks, amounted to 84,394 against 
46,813 the year before, or an increase 
of approximately 80%. While it has 
been the company’s policy to forego 
a large per unit profit and to con- 
centrate instead upon broadening 
the market and increasing dealer 
representation, there has neverthe- 


less been a good improvement in the 
earnings picture. Thus, after hav- 
ing absorbed a loss of $296,283 in 
the third quarter of the year, due 
to the introduction of new models 
and the consequent plant shut- 
down, the report for the nine months 
ended September 30 showed a profit 
of $708,547, equal to 33 cents a 
share. The report of the company 
covering the period from March 9, 
1935 (date of reorganization), to 
September 30, 1935, showed a loss 
of $1,192,760. 1937 promises to be 
a profitable year for the company 
in view of the improvement oc- 
curring in purchasing power of the 
public and the consequent greater 
demand for cars in the medium price 
range. As you point out, the action 
of the stock thus far has been most 
disappointing. We feel that this 
probably is attributable to the re- 
luctance of the investing public to 
purchase the stocks of companies 
which have yet to prove conclu- 
sively their ability to maintain sales 
volume and record satisfactory earn- 


ings in the face of competition from 
the stronger and larger units in the 
trade. In view of the progress made 
by the subject organization to date, 
however, we are inclined to feel that 
further sales and earnings gains this 
spring would awaken speculative 
interest in the stock. On that pos- 
sibility retention is suggested. 





Borden Co. 


Please give me your opinion of Borden 
Co. With its stock selling back around the 
low for the year, I am wondering if this is 
just a seasonal reaction, and if it should do 
better over coming months?—M. B., Albany, 
Be & 

The unimpressive market action 
of Borden Co. may unquestionably 
be attributed to the numerous re- 
stricting influences affecting earning 
power of the company. In the first 
place the entire industry has been 
confronted for some time past with 
an unsatisfactory price situation due 
largely to an over-abundance of 
fluid milk. Furthermore, costs have 
tended to increase with the passing 
of general depression influences and 
in most areas of the country price 
udvances have failed to keep pace 
with this development with the re- 
sult that increased volume of busi- 
ness has not meant correspondingly 
higher net income. Drought condi- 
tions over the past two years, how- 
ever, have tended to restrict milk 
supplies and this situation has been 
accompanied by expanding con- 
sumption of both fluid milk and its 
by-products. The improvement in 
the ice cream division of this com- 
pany has been particularly marked 

(Please turn to page 452) 





When Quick Service Is Required Send Us Prepaid 
a Telegram and Instruct Us to Reply Collect. 
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The Complete Record 





14 Commitments with 
an Average Profit of 
over 14 Points on Each... 


Points Profit 


Radio pf. B. ‘ 30% 
Paramount 2nd pf. 1 

Minn. Mo. pf. 184 
Distillers Seagrams —6% 
Puget Sound P. & L. $5 pf.. 534%4 
Cuban Amer. Sugar pf... . ™m% 
United Gas $7 pf. : 163% 
NO e.......5 BR 
Marshall Field 54 
Colt Pat. Firearms 472 
Curtiss-Wright . . —* 
Holland Furnace. 11% 
General Cable A . 26 

Foster Wheeler 7% 


We always advise definitely what and 
when to buy and when to sell... 
keeping all recommendations under 
our continuous supervision. The above 
profits were arrived at by taking a 
weighted average for four days after 
our bulletins were mailed. We do 
not know of any service that keeps a 
more accurate check of prices at 
which commitments may be executed. 





205%, Points Profit - - - 
- @, Points Loss 


i esas profits were made available through our Spec- 
ulations for the Longer Term closed out during 1936 
or still carried in an open position. Securities were 
carried less than seven months on an average. 


You may readily follow these recommendations by mail 
through our 8-page edition issued every Tuesday and 
through special editions issued during the week. They 
represent excellent mediums for the employment of your 
surplus funds or profits derived through our three active 
departments. 


We usually stress the profit possibilities of these shorter 
term recommendations of our Trading Advices, Bargain 
Indicator and Unusual Opportunities, all of which have 
consistently shown substantial profits. At the beginning, 
you may concentrate in one or all of these programs by 
wire or by mail. Our primary objective, however, is to 
counsel you in creating a backlog of securities which will 
insure steady growth of your capital and income.. . pro- 
viding a constant hedge against inflation. 


The ForRECAST furnishes a complete, reliable and definite 
security advisory service with well-balanced, scientifically- 
conducted programs especially adapted to your wishes and 
requirements. It is especially suited to the market and 
investment needs of 1937 and the boom years ahead. 


To participate in our current recommendations and those 
about to be selected, we suggest that you place your enroll- 
ment immediately. They should bring you profits of 
many times our subscription fee. 








Mail Today 


Your subscription will 
start at once but date 


90 BROAD STREET 


THE INVESTMENT AND BUSINESS FORECAST 


of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I under- 
stand that regardless of the telegrams I select I will receive the complete service by mail. ($125 will cover 
an entire year’s subscription.) 

Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
Code after our Code Book has had time to reach you. 


from February 15 | TRADING Short-term recommendations following intermediate market swings. Three or 
four wires a month. Three to five stocks carried at a time. $1,500 capital 
ADVICES sufficient to act in 10 shares of all recommendations on over 60% margin. 
e im UNUSUAL Low-priced common stocks that offer outstanding possibilities for market profit. 
.. Two or three wires a month. Three to five stocks carried at atime. $750 capital 
i OPPORTUNITIES sufficient to act in 10 shares of all recommendations on over 60% margin. 
THE Forecast acts only in 
: : E a BARGAIN Dividend-paying common stocks with exceptional price appreciation prospects. 
an advisory capacity, handles One or two wires a month. Three to five stecks carried at a time. $1,500 
no funds or securities and INDICATOR sufficient to buy 10 shares of all recommendations on over 60% margin. 
has no financial interest in Coc | MSR tee tary eee pee a sa NE Scere ee oe PN CAPITAL OR EQUITY AVAILABLE............... 
any issue or brokerage house. 
UE Ree ee Soke ACN on ae Soe ae ee TO a a ee ee ar ae a ae eR ee oP eg er arr re Pee ee 


Its sole purpose is the growth 


of your capital and income CU) er 
Include a Complete List of Your Present Holdings for our Analysis and Recommendations 


through reliable counsel. 
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Eve Strain 
MAY BE THE CAUSE 










general 
bodily 
fatigue! Model 2242 
: Price $13.50 
FARIES GUARDSMAN LAMP 


will conserve your energy and protect your 
eyes. Tests indicate that under adequate 
lighting, a person of normal vision ex- 
pends one fourth of his daily bodily energy 
in the processes of seeing. The ease of 
seeing varies directly with the quantity 
and effective control of lighting; as light- 
ing efficiency decreases energy consump- 
tion increases. Faries Guardsman Lamp 
assures proper illumination . . . is designed 
to avoid qlare and shadow ... to flood 
the lighted area with adequate, restful, 
properly controlled light. 

See the GUARDSMAN today. If your 
dealer cannot supply you please write us. 


FARIES MANUFACTURING CO. 
and S. Robert Schwartz Div. WS 
DECATUR. ILLINOIS 











m 


Slump Ahead 
In Bonds 


A critical examination of the out- 
look for bonds (and stocks) under 
managed money. 


by L.L.B. ANGas 


Internationally known Investment 
Consultant. Author of “The Com- 
ing American Boom” 1934. 


Ready in a few weeks. Order now from 
Somerset Publishing Company, 461 


a Eighth Ave., N. Y. C. Price $1. y, 











New York Stock Exchange 








-———— POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for Booklet MG6 
Accounts carried on conservative margin. 


(iso & (HapMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 














“A LITTLE DOES A LOT” 


Send for free cook book and mixing guide. 
Address Angostura, Norwalk, Conn. 
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iJ 
Rails 
1934 1935 1936 Last 
a ———.__ Sale 
A High Low High Low High Low 1 " 
EES i age ty ar 713%, 45% 60 35% 8814 59 713% 
Allemtic Goad line...............00% 5444, 24% 37 19% 49 215 461g 
B 
Baltimore & Ohio................... 34) 123%, 18 T% 2% 15% 207 
Biooklyn-Manhattan Transit........... 44% 28%, 46%, 36% 58% 40% 51% 
Cc 
Canadian Pacific..................... 18% 1072 13% 85g 16 10% 142 
Se eee ey vc See 48%, 39% 53% 37%, 17% 51 66% 
C. M. & St. Paul & Pacific............ 8% 2 3 % 2% 1% 2% 
Chicago & Northwestern.............. 15 3% 55/2 13 4% 2" 3% 
Chicago, Rock Is. & Pacific. 6% 19/4 2% %, 3 1% 2% 
D 
Delawere & Hudson................. 73% 35 43% 23% 54%, 19%. 43% 
Deleware, Lack & West............... 33% 14 19/2 11 231% 144%, 172 
E 
2S ee. a a Ye 18% 11 14 
G 
Great Northern Pfd.................- 32% 121, 351/2 9% 4637/2 32% 42 
H 
Hudson & Manhattan................ 12/, 4 5¥%e 2%, 5% 3% 4/2 
i 
eee ee eee 38% 13% 22% 92 292 «18% 3923/2 
Interborough Rapid Transit............ 17% 5% 23% 83%, 18% 0% 11% 
K 
Kansas City Southern................. 19%, 672 1414 3% 26 13 21 
L 
Lehigh Valley........... eee 211% % 11% 5 22 8% 17% 
Louisville & Nashville............... 62% 37% 6435/4 34 1023/4 57% 911% 
M 
Mo., Kansas & Texas................. 147% 43, 642 2% 9% 52 Z. 
Missouri Pacific..................... - 12 3 1 4 2% 3% 
N 
Mow Vouk Ganlel........:.2......... 45%, 18% 29%, 12% 49% 27% 4134 
N. Y., Chicago & St. Louis........... 26% 9 19 6 53% 173%, a 
N. Y., N. H. & Hartford. ... 241g 6 81 2% 6% 3 5% 
N. Y., Ontario & Western. ... 11%, 4%, 6% 2% 7 a 5 
Norfolk & Western.................. 7 161 18 158 310% 210 265, 
Northern Pacific Sea be athnleveles 36%, 14% 25% 13% 36% 23% 27% 
Pennsylvania................-.-.--+ 39% 20% 32% 17%, 45 28%, 40 
Ss 
St. Louis-San Francisco............... 4g 1% 2 Ys 3% 114 3% 
St. Louis-Southwestern............... 0 8 14 7%, = =15 7% 13% 
OS Sea 33% 1472 25% 1234 4772 231% 45° 
Southern Railway... .. se Se anes chk 11% 1614 51% 2614 125% 25% 
Gast PGs ocd cc ces sscccccesss BS 13% 28% 14 49 28 48 
U 
NSS hit ons eagiea ses oe 4 a0 133% 90 1111 821 149%, 1081 Hf 129 
Ww 
Western Maryland.................. 17% 7 10, 51% 121/ 8 9% 
RMU: 6 cb loscs.cwassaneoee BY 258 3¥g 1% 4 1% 25, 
Industrials and Miscellaneous 
1934 1935 1936 Last 
| ogame eae een, ee Sale 
A High Low High Low High Low 1/6/37 
Adams-Millis.......... . 34% 16 371%, 28 3534 17% 263/2 
‘Ait Reduction. A AC AP 50 lve 9134 173 1043/, 861, 58 783, 
Alaska Juneau......... 23% 16/2 201, 13% 1714 13 15 
Allegheny Steel....... 231% 15 32 21 403, 26% 37 
Allied Chemical Dye..... : .... 160%, 115% 173 125 245 157 2301 
Allis Chalmers Mfg.........-.-. 233/g 103g 33% 12 81 353% 17%, 
NT a 5 5 cn so oe 55% 39 0 481%, 125% 75 1081, 
Amer. Agric. Chemical (Del.).... 48 25%, 5734 411 89 49 831% 
American Bank Note......... 2514, 1114 4713/4 134 5514 36 39% 
Amer. Brake & Shoe Fdy. 38 19/0 42/0 21 10%, 40 69 
American Can.......... 1143/4 901, 149% 110 137% 110 118% 
Amer. Car & Fdy........... 33% 12 33% 10 60% 30 59% 
American & Foreign Power. Lies 13% 3% 9%, 2 93%, 61% 8, 
Amer. Power & Light. . 121, 3 97/2 1% 143, 1% 1334 
Amer. Radiator & S. S.... 10 251, 1014 2734 18%, 25%, 
American Rolling Mill 131 323g 1534 37 233% 33%, 
Amer. Smelting & Refining........... 5114 3014 6457/2 31%, 103 5634 93% 
Amer. Steel Foundries............... 26/9 10%, 25% 12 64 201 62 
Amer. Sugar Refining...............- 72 46 10, 501, 63% 48, 5514 
Amer. Tel. & Tel...............----+ 125%4 1001 16014 98% 190g 1491 1843 
ee SS eee 89 67 07 7434, 104 881 961/o 
Amer. Water Works & Elec........... 2775/2 125/2 223/, 1 2735/4 19'/, 26% 
Amer. Woolen Pfd................. 833%, 36 683/, 351% 710%, 523/, 6544 
Anaconda Copper Mining... . 1734 10 30 8 553% 28 53 
SS oo) ere 6%, 31% 6% 3% T¥, 47s g 
Atlantic Refining...................- 351%, 211% 28 20% 351% 2657/2 315% 
IDS 6k Was <siv.9 9551059 5000 732g 161/ 45% 15 54%, 2672 30 
Aviation Corp. Del.................. 10% 3%, 5% 23, 1%, 4% 1% 
B 
Baldwin Locomotive Works. 4% 6% 1% 11% 2% 8% 
Rape Glew.............. a 23 6654 371% 22%, 1634 18 
Beatrice Creamery................-.. 10% 2012 14 28% 18 25%, 
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Price Range of Active Stocks | 


Industrials and Miscellaneous (Continued) 
















1934 

B High Low 
UPR NNINEIN 5 225 5726s 's 1c sae Vee e-€ 23% 9/4, 
ES ee 491% 24, 
IID c's escscie 4.6 sd:s.0 wie'e%e-ace 68%, 44). 
NR cess Col sig aa dsb Solera 2814 19%, 
NI 50 p35 5 68 63:00 .0 ware cine euelaw 31344 164%, 
SS emer 2834 12 
I sco cies ods Sv srs. 2 pL 26 
Burroughs Adding Machine........... 1934 1014 
Byers & Go: TA. I). . 5... cece cas 32%, 1334, 

Cc 
California Packing................... 4472 183, 
Canada Dry Ginger Ale.............. 291 121% 
Ue eee eee 863/44 35 
Caterpillar Tractor . Panaualise mwsae 3834 23 
Celanese Corp........... wie 44, 1714 
Cerro de Pasco Copper............... pra 301% 
PSSOIONED COND... 606.05 ccc scence. 48) 34 
se ales Glew a9 cn. sie 0:0 6034 29% 
ES EY Se eee 16114 951% 
Colgate-Palmolive-Peet............... 181/, 9% 
Columbian Carbon..... re i 58 
Colum. Gas & Electric. 191, 6% 
Commercial Credit. 401%, 185/23 
ok Eo eee 61 3534 
Commercial Solvents................. 36%, 153% 
Congoleum-Naim................... 3538 22 
Consolidated Edison of N. Y.......... 473g 181/ 
ee eee 144, 1% 
I EIIRMNINNB 5 c).60 i6vo:'ss0:0; 0/0 8959 a 0.6 [6.000 AE ante 
eee 6414 563% 
Continental Insurance................ 36% 235% 
See: 223/, 153%, 
Corn Products — Fcateivente ene oa 5514 
ee eS err 361% 18%, 
Geiby PAChING........00ccccccecces 52% 37 
IIIS 6507 050:5.5) 06 0's c.0.4.s100s00%ss 21% 11 

D 
ES OR a a 341% 1014 
Diamond Match....................- oe 21 
Distillers Corp. Seagrams.............. 267% 8% 
2. errr 46%, 32 
Oe Sees 2814 14%, 
Du Pont de Nemours................ 103%, 80 

E 
| nee ee 1161 79 
ee ay ee ee 3134 15 
Elec. Power & Light................. 9%, 2, 
Electric Storage Battery............... 52 34 
Endicott Johnson Corp............... 63 45 

F 
er eee 183, 7 
Firestone Tire & Rubber.............. 25% 134%, 
First National Stores................. 6914, 3 
Oe | eee 22 814 
Freeport Sulphur.................... 50% 21% 

G 
General American Transpt............ 43% 30 
Sarre 143, 6% 
0) Oo) Se eesoer ne 251% 16% 
Sa eee 36% 28 
a ae 64, 51 
a ee eee 42 2475/2 
General Railway Signal.............. 4534 231% 
General Refractories................. 2338 101/g 
Gillette Safety Razor................ 1474 814 
| eee Saaesnsdns: Oe 155% 
Goodrich Co. (B. F.).. bay eaieas 8 
Goodyear Tire & Rubber............. 413/, 181, 
Great Western Sugar.............. .. 35% 25 

H 
Heckers Products........... 16 
Hercules Powder. 59 
Hudson Motor Car... 6% 
UES OUI MIN fia 0d a ccinewd vce 1% 

! 
Industrial Rayon......... tana 193% 
Ingersoll-Rand................ 49% 
International Business Machines 31 
International Harvester........ 23% 
International Nickel................. 29%, 21 
International Tel. & Tel............... 173% 7% 

J 
MUIR a 055 ain dsc 60.8 <-2:d so 9: 0/350% 571% 33 
RS od xv are cdisde eae eneds 6634 39 

K 
SIN aes cid nites 9 4-u 8 21%, 115% 
Kennecott Copper.................-- 231 6 
Kroger Grocery & Baking............. 33% 23% 

L: 
os seen a oh eee Saaesee 31%, 22%, 
ONIONS cio og once 5 oes s10e 4a os. 78 68%, 
Libbey-Owens-Ford................. 43% 221% 
Liggett & Myers Tobacco B........... 11114 74 
NER i aro a aieince Ai od'b a. 00k aio 203/g 
ee SE a ae 37% 183g 
RG itch ac thse aise cs o-4 60:6 221% 1534 

M 
0 ee errr 4134 22 
SE 1, - bt or ee ee 621/44 351%4 
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1935 
High Low 
241 11% 
52 215% 
597% 39% 
274, 21 
70| 28%, 
553%, 241% 
42 30% 
28 13% 
20% 11% 
42' 3014 
17% 8th 
11114 453% 
3619 
353 335; 
65%, 385 
611% 36 
93%, 31 
93 721g 
21 151% 
10114, 67 
15% 3% 
58 pi 
72 5614 
23% 161% 
45%, 27 
34%, 15% 
121%, 61, 
231% 22 
99%, 623, 
44%, 28% 
35 1514 
787/g 
48%, 23% 
471‘, 3514 
47 6 
58%, 225, 
41 26| 
po 13% 
447%, 34% 
5834 17 
146% 86% 
172%, 1101 
383% 1938 
7% 1% 
583, 39 
66 523, 
3914 17 
251% 131/ 
58% 443 
30 9% 
30% 17%, 
481 325% 
1334 73, 
40% 2014 
3714 30 
721 59% 
5934 26% 
411, 15/3 
33% 163, 
1914 12 
49'/o 2334 
14 1'k 
2672 153/44 
34% 26% 
22 143, 
90 71 
1714 6% 
3% A 
3634 231% 
60% 
190% 14914 
65% 341% 
47%, 221, 
14 5% 
67 49 
991 381 
181%, 101, 
30%, 13%, 
321% 221%, 
281, 2135/4 
9534 67/2 
491, 2114 
120 94/4 
5514 3114 
361/g 22% 
26% 181 
30% 185 
5714 301% 


1936 
High Low 
32% «21% 
17%, 45% 
63% 401, 
32% 25% 
901%, 64 
642 43%, 
501% 41 
3414 25 
291% 161 
484%, 30% 
303%, 1034 
186 9214 
91 545, 
321, 2134 
74 47¥/, 
00 59 
138%, 8514 
134 84 
21% 13 
13614 94 
2348 14 
842 44 
914%, 55 
24% 1414, 
Yo 30% 
483, 27%, 
1714 1112 
26%, 1534 
874%, 63% 
3514 
44%, 2812 
821 6358 
9114 435% 
44 a 
83%, 43% 
1083, 52 
401 301 
345 1814 
611 on 
821 50% 
184%, 133 
105 .. 
47 I 
Pitt 3 os 
5514 393% 
69 531% 
71%, 34%, 
36% 24, 
585% 40 
4538 241, 
35% 23% 
76 42, 
20 1034 
55 3414 
44 33% 
701, 58 
77 53% 
57 321% 
71 3314 
18% 13% 
551% 3914 
3514 13% 
31% 21% 
4214 31 
2134 125%, 
15014 4 
227% 1314 
3% 1 
41% 255% 
147 106 
194 160 
10514 56% 
66% 431% 
191% 1114 
93% 581, 
152 88 
255% 143%, 
6334 2814 
28 193, 
263/44 15% 
12334 89 
8014, 41, 
1161 97%, 
6714 43 
61% 35% 
26% 211 
49%, 2734 
651% 401, 


Last 
Sale 


1/6/37 


673/, 
33% 
50 

43% 
26% 


72%, 
174%, 
53% 
397%, 
6134 
63% 
59% 
6614 
16% 
45 

315% 
285% 
42 


13% 
1501 
1834 
2% 


37% 
5 


188 

103% 
6252 
121% 


87 
150 


221 
611g 
23 
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Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


Ask for ‘‘Booklet M,’’ giving trading 
requirements and other information. 


J.A. Acosta & Go. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 
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+B hi+h+NNOWhamNwOh: 
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60 Beaver St. New York 
Phone BOwling Green 9-2380 
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Send this advertisement 
for 2 weeks free trial 


The Gartley 
Weekly Stock 
_ Market Review 


= A ten page weekly analysis of 
= stock price trends; a specific 
: technical review of from 30 to 
= 40 stocks and other important 
= and valuable market comment 
= and opinion. Prepared by 
= M. Gartley, Inc., outstandin 
authoritiesonthetechnica 
interpretation of stock price 
movements. M 


H.M.Gartley,Inc. 


E 76 William Street, New York 














Odd Lots—100 Share Lots 


Safety is only one of the many 

features obtained by Odd Lot 

investors. 

Write today for copy of our book- 

let fully explaining the many ad- 

vantages of Odd Lot Trading. 
Ask for M.W. 802 


John Muir& (a 


Established 1898 
Members New York Stock Exchange 











39 Broadway New York 
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12 Dividend Paying 
Common Stocks 
Representing Twelve Different Industries 

List free upon request. 


Dunscombe & Co. 


Members New York Stock Exchange 


60 Broad Street New York 
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BERR 


INVESTORS 


—ten rules for 1937 


S 
OIL STOCKS 


—are they a buy? 


+ 
AVIATION 


—investment outlook 


® 
INSURANCE 


—insurance stocks 


S 
CHEMICALS 


—a purchase now? 


4 


Write for these reports 
—sent to you gratis 


Babson’s Reports 
Dept. 92-77, Babson Park, Mass. 


Send—sgratis and without obli- 


gation—the reports you mention. 


Name 


Address 

















BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


IVIDENDS have been 
declared by the board of 
directors, as follows 
Preferred S:ock Series A, 87*2c 


per share 


Common Stock 45c per share 


Both dividends are payable 
January 30, 1937 to stock- 
holders of record at close of 
business January 15, 1937. 


E. A. Battey 
Treasurer. 





























New York Stoek Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 














1934 1935 1936 
M High Low High Low High Low 
Mathieson Alkali................4-. 40%, 231% 33% 23% 42% 271k 
May Dept. Glomes............ 0.0000. 45%, 0 57%, 35% 43% 
Mcintyre Porcupine................. 501% 301% 45% 3334 19% 381, 
McKeesport Tin Plate................ 951% 79 1 90% 118% 8314 
DARIND IEOMOR sa. 5 55.5.5. 5:5 s 50a sein 343%, 20% 42% 24% 65 40°/g 
Monsanto Chemical................. 961 39 9435/4 55 103 9 
Montgomery Ward & Co............. 35% 20 40% 31% 68 35%, 
N 
Ree hig ae tle 321% 125 1914 11 21% 15 
SESS SSI cay ae ae 491 25% 3634 22%, 3834 283, 
National Cash Register............... 2352 12 231% 131% 325% 21% 
National Dairy Products.............. 18%, 13 221%, 12%, 28%, 1 
National Distillers................... 315 16 3414 23%, 33% 255, 
(Oe ne eos a we ae 361% 2672 
National Power & Light.............. 15% 6% 14% 44, 14% 9% 
ie oa oa cr ach 581, 341% 8334, 4032 78 571% 
ae are ay eee re 2834 1112 36% 1814 83 32% 
PRS PAOUOON. «056 saeco tose 0s. 25%, 101%, 28 9 35% 823% 
oO 
ESAS 193/g 12% 2653 1114 39%, 24, 
Owens-Ill. Glass........ 4 60 29 0 164 28 
P 
Pacific Gas & Electric. . . tees 2340 1234 315% 131% 41 303% 
Pacific Lighting....................- 203, 56 19 583, 447, 
Pemens Oheior Gat. ............000. 658 234 7% 3% 13% 6% 
Paramount Pictures.................. cece ea 12 8 25 7% 
| ERR SRE, Ae Pa 14%, 1" 843/, 5714 112% 69 
Ne Os coe da ave 67 4472 81 641 73 60 
SM ooo oss vos 's o'¥45 oe 00% 18% 13% 8, 1234, 563%, 255% 
Phillips Petroleum............... 203, 1334 1334 5234 38% 
P Ilsbury Flour Mills. . 34%, 18% 38 31 37% 277% 
Procter & Gamble... . 4447, 33% 53% 42% 56 401%, 
Publ c Service of N. J... 5 25 4635/4 2034 5014 39 
ie 59%, 354%, 52% 292 69% 36% 
R 
Radio Corp. of America........ 914, 4'h 13% 14%, 9%, 
Radio-Keith-Orpheum............... 4%, 114 6 1%, 10% 5 
Raybestos-Manhattan................ 23 14 3014 16 38% 28% 
en 133% 6 203, 7 25 1714 
0 EE Serre 2534 10% 203, 9 297% 16% 
Reynolds (R. J.) Tob. Cl. B........... 53% 3934 67 55% 6014 50 
Ss 
Safeway Stores............... Te 3814 46 315% 4958 27 
IRD AOMNONS 5 55505 6c. swewsae 38% 17% 56% 22 5542 37% 
oy SS rere 511%, 31 597 31 101% 59% 
EE ee ces tegen es 3 43g 17 778 3134 15% 
ED co cisco as comes ax 13% 6% 12% 1% 193/, 111% 
ee, See 1114 6 161/o 51% 28%, 14%, 
Socony-Vacuum Corp............... 19% 121% 15354 10%, 1712 121% 
CL Ere 221 101, 27 10%, 321% 25 
as sic Seas 0b 436 su0-9:4i8 7163/4 64 84 43% 114% 63 
ES SE rere 251%, 171%, 191, 12% 181% 1434 
Standard Oil of Calif................. 427 261% 4114 273, 477g 35 
ae | a ir aati 3234 23% 333% 23 481 323%, 
ae Le 2S i eer 501, 3914 5234 35%, 1034 511% 
ee Pe reer re 661; 47'\/, 68 5834 78% 65 
8 ae eee 10%, 4 18% 6% 24% 161% 
Stone & Webster.................... 131% 3% 151% 2% 30% 14%, 
MEMES ears se ecbhe wes capeeasse 74 5114 77 601 91 70 
T 
DME th ot tuies. shy ices 293, 19%, 3014 161 55% 28% 
Tones (Sen Gaipher............2....00 43% 0 36% 283%, 44% 33 
Tide Water Assoc. Oil.............. 1434 8 15% T2 2134 1435/4, 
Timken Roller Bearing............... 41 24 T2o 28% 74% 56 
See * ee 6% 3 Bi, 1% 12 7%, 
Twentieth Century-Fox............... a 24% 13 3852 221% 
U 
Underwood-Elliott-Fisher............. 58% 36 8714 5334 10234 14, 
Union Carbide & Carbon............. 50% 35% 753% 44 105% 71% 
NS ee 201, 1114 4 1434 2814 2034 
ee es ce kk Nice 408 40¥ 8 1514 814 30% 9% 3238 205, 
RS co ca cechucs aenwsss 50%, 35 8 46 963%, 68 
EEE RU ee a eee orale trae 8% 2% Ty, 114 914 53% 
OS OS” eer ree 37% 2114, 45%, 20%, 487, 4014 
NE et en cease 77 59 923/4 6014 87 66% 
United — ig RLS, CR LL pa das 201/, 111 181 9% 191% 141, 
ee 5114 3414 87 40% 125% 8014, 
U.S. industrial (TOT ee 6435/4 2 5052 351, 59 3114 
U. S. Pipe <a eee 33 1514 225g 1434, 63% 211% 
Th ee 24 11 17/4 9%, 49%, 16% 
U.S. Smelting, Ref. & Mining......... 41 96% 1241 9134 10334 721%, 
ch, Sila eae ae ae 59% 293/, 50% 271 79% 4672 
ES S55) ea aaa ee 991% 671%, 119% 73% 154%, 11514 
Vv 
I  o.6b asp h65hs5 oss bask as 313%, 14 214%, 1114 3052 16%, 
Ww 
Warner Brothers Pictures.............. 8, 254 103, 2% 18%, 9% 
LOS ee 66% 29% 774, 2075/3 961, 72% 
Westinghouse Air Brake.............. 36 15 Ye 35% 18 50%, 343%, 
Westinghouse Elec. & Mfg............ a7, 27% 983, 3254 15314 9414 
a kos 46 40sd cea 5514 41%, 65% 51 71 445, 
Worthington Pump & Mach........... 31% 1314 2514 113% 363% 2314 
eh eer 6 541% 82%, 13%, 719 63 


+ Annual Rate—not including extras. 


t Paid in 1936. 


+ 


Div'd 
$ Per 
Share 


1.50 


a 
BawuIw 
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7 wk 
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38 
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+2 00 
1.00 
$5.50 
2.40 


+3.00 


a Accumu.ated dividends. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 


these 
time 
depe 
in th 
prog 
poin 
more 
P2 
the 

spec 
the | 
stoc] 
from 
cont 
until 
sista 
cour 
weel 
this 

dese 
trial 
dica 
of te 
1936 
thro 
with 
trad 
in tl 
Pict 
of t 
chai 
occu 
geth 
its | 
extr 
issu 
heer 
is li 
part 
tere 
pric 
the 


wid 
leve 
abn: 
or | 
tims 
rath 
garc 
exal 


JAR 








a a ook dak, 
=mNwns 


$8 sbesbeseseseesecs 


343398 


% 


pL PROT wet Bek alt Tell wall 
NVOUSKe® 
S8seaN 


3: $838 


©: ow: 
3:8 











Understanding Today's 
Market Fluctuations 





(Continued from page 439) 


these companies will, for the first 
tume in their history, be entirely in- 
dependent of Government bounties 
in their operation, and will be able 
progressively to lower fares to a 
point where they will be little if any 
more than railroad rates. 

Paramount Pictures remains in 
the limelight as one of the most 
spectacular market performers of 
the last six months. The rise in the 
stock began in mid-August, 1936, 
from a level approximating 714, and 
continued almost without hesitation 
until November, 1936, when a re- 
sistance level of around 23 was en- 
countered. Over a period of six 
weeks, the price failed to penetrate 
this resistance level, but fluctuations 
described the familiar “flat-topped 
triangle” on declining turnover, in- 
dicating the persistent building up 
of technical strength. December 30, 
i936, witnessed the breakaway 
through 23, and on up through 25, 
with rapidly increasing volumes of 
trading. The tremendous leverage 
in the common stock of Paramount 
Pictures, both because of the nature 
of the company’s business (theater 
chains), and the position the stock 
occupies in the capitalization; to- 
gether with very favorable trends in 
its industry, fully account for the 
extraordinary market action of the 
issue. Technical indications have 
heen clean-cut and favorable, and it 
is little wonder that the stock is a 
particular favorite among those in- 
terested in the fast-moving, lower- 
priced vehicles for speculation of 
the shorter-term variety. 





Higher Wages, Higher 
Prices and Business 
Profits 





(Continued from page 404) 


wide changes in the general price 
level in this country are distinctly 
abnormal except as incident to war 
or post-war adjustments. In peace 
time the tendency has been for 
rather moderate price changes, re- 
gardless of the business cycle. For 
example, over the forty years prior 
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A LOW-PRICED STOCK 
EVERY INVESTOR SHOULD BUY 
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way to recover losses, fill out the coupon below. [| 
It will bring you valuable information without 

cost or obligation. 
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We have discovered a stock which we believe to be one of the most 
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opinion, it is selling much below its prospective value. 


WHY WE BELIEVE THIS STOCK 
SHOULD BE BOUGHT NOW 


1. The security in question is within the reach of all in- 
vestors, selling as it does for around $12 a share. But 
it is not a “cat or dog.” The company is a well- 
situated unit in a long-established industry. 


2. The company is in an excellent position to profit from 
improving business conditions. While the business of 
this company is expected to expand extensively, earn- 
ings should increase at a much better rate. 


3. Both the near-term and the long-term prospects for 
this stock are preponderantly favorable. The action 
of the stock leads us to believe that a good rise is in 


prospect. 
This is one of the most promising issues that we have been able to un- 
cover in a long time. Those who buy this stock should reap good profits. 


However, events in the Stock Market move swiftly. Short delays of- 
ten prove costly. We believe that this issue will not long be available at 
its present price. 


The name of this stock will be sent to you absolutely free. We shall 
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to 1915 in no ten-year period did the 
general price level fluctuate as widely 
as it has in the past seven years. 
In fact during no decade of that 
long period was the price range half 
as broad as during the past seven 
years. The long run trend of manu- 
factured prices, of course, has been 
persistently downward, reflecting in- 
creased productive efficiency. In- 
creased production at declining cost 
has been the norm. On any other 
basis our standard of living could 
not have had its remarkable ad- 
vance. 

When the general price level is 
subject to broad change, as in recent 
years and as is now continuing, and 
when manufactured prices tend to 
go up, as at present, we are not in a 
normal but in an abnormal position. 
We are in danger now of following 
the wrong road. 

In its monumental study entitled 
“The Recovery Problem in the 
United States” and just published, 
the Institute of Economics of the 
renowned Brookings Institution 
reaches the following provocative 
conclusion: 


“The drift in the direction of 
higher prices of manufactured goods 
is the gravest danger which we face 
today. Whether forced by increas- 
ing costs, or embraced as a means of 
stimulating rapid expansion, it is the 
sure road to an inflationary boom 
with its customary spiral of rising 
prices, wages, costs and again 
prices.” 

Unfortunately, we do not see any 
near-term stopping place in the price 
cycle that is apparently started. An 
end to war fears might ease the in- 
flationary pressure, but one must be 
remarkably optimistic to expect any 
such development this year. A reali- 
zation of the danger by organized 
labor or the Government or both 
and a shaping of labor policy and 
Government policy with an aim to 
curbing at least some of the con- 
trolling price factors now at work 
might lessen or even eliminate the 
danger—but this also appears more 
than can be expected. In the long 
run, of course, rising prices will 
stimulate production and _ simul- 
taneously check demand, and a cure 
will have been effected—but that is 
not the remedy we desire. It is the 
very thing we hope to avoid. Asa 
famous financier aptly said, “The 
only way to prevent a depression is 
to sit on the boom.” 
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Answers to Inquiries 





(Continued from page 446) 


over the past year and in view of the 
importance of this division to the 
company, the report covering the 
full year 1936 is expected to record 
a worth while improvement over 
1935. As a matter of fact, it would 
not be surprising if earnings for the 
year just concluded were sufficient 
to cover the $1.60 per share annual 
dividend for the first time since 
1932. However, earning power is 
still well below pre-depression levels. 
In 1930, for instance, the equivalent 
of $5.12 a share was recorded on the 
stock. Many operating economies 
have been effected by the manage- 
ment during recent years and with 
basic conditions in the industry 
showing some betterment, it appears 
to us that the stock is worthy of 
retention by one having the neces- 
sary patience. At present levels of 
around 26, the yield approximates 
6%, a return difficult to obtain in 
this market. 





Sears, Roebuck & Co. 


In your opinion, should Sears, Roebuck 
be held now when many merchandising is- 
sues are passing their seasonal peaks? Or 
is further holding indicated in the prospects 
of advancing commodity prices and greater 
farm purchasing power?—E. L., New York, 
Noa. 

The report of Sears, Roebuck & 
Co. for the year to end January 29, 
1937, should reveal earnings of 
around $6 a share, or the highest 
since 1929 and well above the $4.45 
per share result recorded in the pre- 
ceding year. While it is true, as you 
state, that retail trade has passed its 
seasonal peak, we do not feel that 
the subject stock fully discounts 
the improved earnings position of 
the company. Sales figures cover- 
ing the 44 weeks ended December 
3, 1936, showed an increase of 26.9% 
over the like interval of 1935 and 
while as great a percentage gain may 
not be registered over the coming 
year, the improvement taking place 
in commodity prices and farm in- 
come is bound to prove a sales stim- 
ulant to this leading retailer. The 
dividends totalling $6.25 a share 
paid during the present fiscal year 
were due in part, of course, to the 
Federal tax on undistributed net in- 


come, but they do indicate the ex- 
tent of the earnings improvement 
enjoyed. Through the offering of 
additional shares of common stock 
to stockholders and employees at 
$72 per share, the company has ac- 
quired about $41,000,000 with which 
to reimburse its treasury for the ex- 
tra dividend paid and finance addi- 
tionally needed inventories. Con- 
sidering the proven successful mer- 
chandising policies of the organiza- 
tion, its conservative capitalization 
and promising sales outlook, we feel 
that you would do well to continue 
your long position in the issue. 





Congoleum-Nairn, Inc. 


I am informed that house furnishings 
should show further improvement in 1937. 
I would be interested in knowing the out- 
look for my Congoleum-Nairn, and some 
word from you will be appreciated —P. E. F., 
Buffalo, N. Y. 


Although Congoleum-Nairn, Inc., 
will probably benefit to some extent 
from the increased activity in the 
building industry, we feel the larg- 
est portion of increased earnings will 
be derived from replacement busi- 
ness. Establishment of the com- 
pany’s new product “Sealex,” in- 
troduction cost of which caused 
earnings to drop to $1,036,814 in 
the first half of last year from the 
$1,356,088 reported in 1935, should 
be a definite asset in reporting full 
year earnings substantially ahead of 
those of 1935. Successful advertis- 
ing and merchandising programs 
have been of great aid in developing 
broader markets and a diversified 
line of products. The company 
benefits from the capable manage- 
ment which has had the foresighted- 
ness to lay by a supply of cork from 
Spain which assures the company 
of raw material for the near-term 
future. The company has always 
maintained a very strong financial 
position, quick assets being the larg- 
est item. This has enabled the com- 
pany to maintain a stable dividend 
policy and affords the possibility of 
future larger disbursements with in- 
creasing business. Increased con- 
sumer purchasing power, better con- 
ditions surrounding retail trade and 
higher prices which became effective 
January 1 comprise the factors 
which lead us to believe that 1937 
will be one of the largest years ever 
experienced by this company. Fur- 
thermore, the company’s manage- 
ment has been able to effect many 
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operating economies which have 
tended to widen profit margins and 
enhance the possibilities for larger 
future earnings. The competitive 
situation has cleared considerably 
end the price structure in this in- 
dustry is much more stable. All in 
all, 1937 prospects for the company 
are extremely bright and we feel re- 
tention of the shares for further ap- 
preciation is advisable. 





R. J. Reynolds Tobacco Co. 


What progress may I reasonably expect in 
my R. J. Reynolds Tobacco “B” in 1937? 
Will increased raw material and labor costs 
seriously hamper earnings? Would such a 
trend result in the industry increasing whole- 
sale prices? Do you advise continued hold- 
ing of the stock for income and profit?— 
K. P. E., San Francisco, Calif. 

There is no doubt whatever that 
material and labor costs will be 
greater, and assuming no corre- 
sponding increase in wholesale prices 
in 1937, will reduce profit margins 
of the cigarette manufacturers. Be- 
cause of the practice of cigarette 
manufacturers to average inventory 
costs over a three-year period, how- 
ever, the extent of the rise in leaf 
tobacco prices during 1936 will not 
measure accurately the increase in 
costs. Sales in 1937 should be based 
on an inventory cost including the 
recent rise in prices, and still below 
the average cost existing from 1925 
to 1929. It appears, therefore, that 
unless the price rise in leaf tobacco 
gets beyond control, the effect on 
the earnings of this company and 
other cigarette manufacturers will 
not be so severe as to seriously im- 
pair earnings. Furthermore, it is 
quite possible that increased sales 
volume will do much to offset the 
effect of higher raw material and 
labor costs, and so far as may rea- 
sonably be determined at this time, 
there is nothing which would logic- 
ally induce undue fears regarding 
the earnings of the leading cigarette 
producers. Such earnings could very 
easily increase in 1937, and a study 
of past records reveals much mate- 
rial upon which to base a hope for 
higher earning power. We would 
not select the tobacco stocks as a 
group for spectacular market action, 
but we can nevertheless appreciate 
the possibility that such doubts as 
you have raised, may have been re- 
sponsible for the fact that these 
shares as a group have been some- 
what neglected marketwise, and in 
such markets as the present, charac- 
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terized by the scarcity of sound is- 
sues producing a satisfactory yield 
on an investment basis, it is quite 
easily conceivable that there exists 
a motive upon which to predicate an 
uptrend in the shares of R. J. Rey- 
nolds Tobacco Co. 





Republic Steel Corp. 


I have 100 shares of Republic Steel bought 
at 18 on a recommendation in your maga- 
zine. I am wondering if the move in this 
stock is now about over, or if its prospects 
are such as to warrant further improvement? 
Please advise me—S. R. R., Dayton, Ohio. 


There are good reasons for believ- 
ing that the stock of Republic Steel 
Co. should sell at higher price levels 
in the future. At its present price 
on the basis of the ratio of earn- 
ing to price levels, the shares sell 
cheaper than do the shares repre- 
sentative of the steel industry as a 
whole. Republic holds third place 
in the industry in point of size. It 
is a well rounded producer, particu- 
larly well equipped to handle the 
increasing volume of business in the 
lighter specialized steels and alloys. 
It is able to operate efficiently, its 
plants and equipment having been 
quite thoroughly rehabilitated _re- 
cently. In fact, it is probable that 
the full benefit on earnings of the 
extensive program of expansion un- 
der way for some months, have yet 
to be felt in the company’s earnings 
statements. For this reason, as well 
as because one may reasonably ex- 
pect further improvement in the in- 
dustry of which this company is a 
part, there is a sound basis upon 
which to build the hope of a sub- 
stantial improvement in earning 
power in the future. With the pub- 
lication of recent reports there is 
evidence of a strong uptrend in 
earnings, and the financial position 
of the company is adequate to en- 
able the company to meet any de- 
mands which may be expected. The 
capital structure is well balanced 
and the only obstacle to dividend 
’ consideration on the common shares 
at this time is the $4,500,000 arrear- 
ages on the old preferred stock not 
exchanged under the recent plan. It 
is possible that this obstacle has 
acted as a drag on the common 
stock marketwise. At any rate, as 
noted above, the shares are certainly 
not too high judged in relation to 
other steel stocks in a position no 
more favorable than this. We find 
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in the above considerations ample 
justification for our advice to you 
to retain your holdings at this time. 





Barnsdall Oil Co. 


Do you believe the current quotations for 
Barnsdall fully reflect the improvement 
higher crude oil prices should bring this com- 
pany which, I understand, is one of the lead- 
ing producers? Are higher quotations in 
order?” —I. J. W., Memphis, Tenn. 


Higher quotations for Barnsdall 
shares would not be out of order if 
ihe price structure for crude oil con- 
tinues to exhibit strength, and we 
believe that it will. To some extent, 
present quotations for the stock, 
discount the favorable prospects, 
but there is, we believe, much room 
for betterment. Barnsdall has en- 
gaged during the past year in a very 
active drilling campaign which has 
greatly increased production of 
crude. In 1935 Barnsdall segre- 
gated its refining and marketing ac- 
livities and is now exclusively con- 
cerned with crude oil production. 
The statement issued at the end of 
August shows a daily average pro- 
duction of 24,700 barrels as against 
16,380 barrels in the corresponding 
1935 interval, and potential produc- 
tion from its properties is very sub- 
stantially heavier. The earnings re- 
ported for the nine months ended 
September of 1936 showed a net 
equivalent to 76 cents a share, as 
against only 9 cents a share earned 
in the like 1935 nine months’ period. 
Full year earnings could easily reach 
$1 a share, and there is every evi- 
dence to support the expectation of 
substantially higher earnings in 
1937. It is the conservative prac- 
tice of this company to charge de- 
velopment costs directly against 
earnings. This is in contrast to gen- 
eral practice of capitalizing a_por- 
tion of those costs, writing them 
down gradually over a_ period of 
years. It seems likely that such 
costs will decline proportionately 
during 1937 and in that way aug- 
ment the earning power consider- 
ably. Viewed in the light of these 
considerations, it does not appear 
that the shares at their present quo- 
tations have advanced without good 
reason, or that they over-estimate 
probable future earnings. We feel, 
therefore, that the outlook is suffi- 
ciently favorable to fully justify our 
recommendation to retain your 
holdings. 


F. W. Woolworth Co. 


When I am interested in investing for ap. 
preciation rather than for income, would you 
advise me to continue holding F. W. Wool. 
worth shares bought at 55?—W. W. C, 
Kansas City, Mo. 


The recently instigated policy of 
sellmg merchandise up to $1 in 
price has probably been the major 
factor in F. W. Woolworth’s ability 
to report nine months’ volume 6.5% 
above that reported in 1935. The 
remainder of 1936 probably  wit- 
nessed a corresponding increase and 
will tend to swell full year profits 
substantially ahead of the $3.22 per 
share shown by the company in 
1935. The company has enjoyed 
stability of income as shown by the 
fact that from the 1929 peak to the 
1932 low, sales declined only 1714%, 
and net income only 36%. Although 
1935 results were slightly less than 
the $3.31 shown in 1934, earnings 
were only 12% below the 1929 peak 
of $3.66 per share. Increased con- 
sumer purchasing power will defi- 
nitely enable ihe company to closely 
approximate the 1929 showing. Fur- 
ther, retail conditions have im- 
proved and the better ability of the 
company to meet competition by 
the new policy should be of further 
aid in reporting larger earnings. A 
strong financial position has always 
been maintained, being character- 
ized by a very large cash position. 
This further assures the continua- 
tion of a substantial dividend policy. 
Steady gains are reported by foreign 
subsidiaries, which likely will be 
greatly extended as world eco- 
nomic recovery gathers momentum. 
Therefore, over the longer term, it 
seems very likely that F. W. Wool- 
worth will be able to report earnings 
gains of sufficient extent to justify 
holding the stock here. 





The Legislative Line-Up as 
Congress Convenes 





(Continued from page 414) 


Unless the common place becomes 
even more common placer than at 
present, this 75th Congress will be 
the dullest, most prosaic and least 
harmful of any Congress of recent 
years. 

Foreign affairs or at least over- 
sea events are going to buzz around 
at a great rate in this administra- 
tion. The treaties signed at Buenos 
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Aires and, red-hot just now, neutral- 
ity legislation will cause the air to 
crackle between Washington and all 
other great capitals. War profits, 
industrial mobilization and such- 
like, handcuffs for the munitions in- 
dustry, a New Deal for the Philip- 
pines (a protectorate) is cited in 
the offing; and something of a New 
Deal for Puerto Rico which will be 
neither statehood nor independence 
js just around the corner. War debts 
will bob up again and the United 
States will learn how volatile a sub- 
stance is international gold. 

Talk about a new Kitchen Cabi- 
net waxes strong but probably does 
not amount to much. The truth is 
that the old guard Kitchen Cabinet 
of the professorial type is pretty 
much gone. Felix Frankfurter, who 
was always most of it, still is. Rex 
Tugwell is gone never to return, not- 
withstanding promises of reunion. 
Rex ruled in a big way because 
Mrs. Roosevelt was for him and the 
President is pretty sure to see to it 
that his influence will have to be 
maintained, if at all, by long dis- 
tance correspondence and an occa- 
sional visit. Frankfurter, though 
still with us, is waning. He has 
come to be regarded as the type of a 
New Deal group that the public has 
not taken to its bosom. Moley can 
no longer be descried on the hori- 
zon. Corcoran, Cohen, and Landis 
are of the days that are gone. Once 
upon a time there were those who 
thought that Stanley High would 
be a lovely goody-goody Kitchen 
Cabineter, able to lure human he- 
ings and not too much for the devil, 
but the President, essentially of a 
one-track mind in friendships, seems 
to have come to the conclusion that 
ne himself is the best friend he has— 
1936-1940 will be the Roosevelt 
vears par excellence. The years in 
which above all others the President 
will delightedly enjoy his vast 
powers and his lonely eminence. 
Yet the time may come when 
Dean Acheson, Lewis, Douglas, et 
al, will be missed. 

Baldish Dickinson of the blue 
eyes and fiery hair is back to aca- 
demic life and probably out of 
F. D.’s charmed cirecle—the Presi- 
dent doesn’t like ‘em too bright. 
Donald Richberg is scoring a come- 
back in presidential favor, but he 
will be no giant among friends. The 
Democratic party congressional lead- 
ers and stars—if there are any—will 
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cut more ice socially and less poli- 
tically than heretofore. 

As at the beginning of all other 
Congresses, it is shrilly and_ stri- 
dently declared that this Congress 
will be more in evidence at the 
summer resorts than elsewhere by 
June. Believe it or not. it will be 
another long session. There will be 
little obstructive friction that can be 
charged to the insignificant Repub- 
lican minority. House Leader Snell 
declares the Republican policy will 
follow a course of “pointing out,” 
regretting, timely warning. free edu- 
cation for statesmen, and solicitous 
reminders of the good old days when 
the Republicans ruled and Demo- 
crats were endured. 





20th Century-Fox Film Corp. 





(Continued from page 429) 


important theaters have stated that 
the falling off in the holiday week 
was far less than seasonal. Numer- 
ous new feature releases are sched- 
uled for the rest of the winter, when 
the industry normally experiences 
its most profitable season. Prices of 
admission are gradually being in- 
creased through the elimination of 
bargain periods during the day, put- 
ting evening prices in effect an hour 
earlier, and advancing rates for spe- 
cial feature film showings. 

Many investors are prone to re- 
gard securities of representative 
American motion picture companies 
with a degree of suspicion. They 
appear to believe that the industry 
is built too much of “tinsel.” and 
that it is best, therefore. to avoid 
securities in this field in favor of 
those of other businesses. 

Such an attitude. in our opinion, 
is not justified. While not to be 
classed as an essential industry, the 
movies have won a_ place in the 
average man’s life which insures a 
sizable revenue come good times or 
bad and sizable and sustained profits 
for the well managed enterprise. 
These considerations appear at this 
time to apply particularly to the 
outlook for Twentieth Century-Fox 
Film Corp., and its common. stock 
is one that should receive serious 
consideration for possible inclusion 
in diversified portfolios designed to 
provide both income and the op- 
portunity for appreciation over the 
coming months. 








Keeping pace with the latest in 
western rail service, these days, is 
like chasing the devil around a 
stump. Passenger and operating 
departments are shaking new 
speed and creature comforts out 
of their sleeves at a dizzy rate. 


@ Again this month the Santa Fe has 
drawn Chicago and California closer 
together. 


@ Westbound time of the solid- 
Pullman, no-extra-fare California Lim- 
ited, a favorite for 40 years, has been 


shortened. 


@ Schedules of the extra-fare Chief, 
hours-swiftest of all California daily 
trains, have been cut for the second 
time in eight months. At Chicago and 
Kansas City there is new convenience 
in departures, arrivals, and connec- 
tions for all Santa Fe transcontinental 


travel. 


@ Winter service for Phoenix and 
Palm Springs, in both directions, is 





now the finest we have ever had. 
Grand Canyon and the Indian-detours 
provide memorable stopovers. 


The SCOUT 


This new train, dedicated to de luxe 
economy travel and swift as a limited, 





now features beautiful air-conditioned 
tourist sleepers and coaches; free pil- 
lows and porter service; Fred Harvey 
dining car meals at 90c per day. 


@ With it all, this winter's round trip 
fares, of all classes, are the lowest in 
Santa Fe history! 
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Send picture books and folders about fares 

front... Bears to 

Name......... 

Address......... 
SSeS 

455 


oh 








A Boom in Air Trans- 
portation 





(Continued from page 431) 


gress or the Post Office Department 
the choice must go to regulation by 
the Interstate Commerce Commis- 
sion. This step is favored by Presi- 
dent Roosevelt, is provided for in 
the McCarran bill and is expected to 
be adopted within the next few 
months. 

Naturally, there can be no over- 
night prosperity for the air trans- 
port lines. Improvement in ground 
facilities and planes, promotion of 
still more effective safety measures 
in flying and development of a far 
larger volume of traffic are matters 
of orderly evolution. The industry 
is moving in the right direction, 
however, and in 1937 will have the 
best year of its short and glamorous 
history. For that reason, and the 
potentialities of the longer future, 
the common stocks of the leading 
air lines are speculations of distinct 
promise. 





Larger Profits for Copper 
Fabricators 





(Continued from page 427) 


dividends have been declared on the 
new preferred stock. The capital 
structure is such that considerable 
leverage is imparted to the common, 
and a factor which promises to be- 
come effective in per-share results 
this year. Profits reported by the 
company for the first nine months 
last year were equal to 39 cents a 
share for the common stock, com- 
paring with the equivalent of $4.58 
a share earned on the $7 preferred 
stock in the same period of 1935. 
Offering a potential dividend of $4, 
the class A shares at 80 are reason- 
ably priced, while, at 37, the com- 
mon may be credited with specula- 
tive merit. 


Last November, Mueller Brass 
Co. declared a quarterly dividend of 
25 cents, an increase of 5 cents, and 
an extra of 10 cents, thus giving 
tangible expression to the continued 
upturn in earnings. The company’s 
fiscal year ended November 30, and 
the final report has not as yet been 
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made public, but it is probable that 
something over four dollars a share 
will be shown. Profits for the nine 
months to August 31, last, were 
equal to $3.06 a share on 215,766 
shares of capital stock comparing 
with $1.34 in the same period of the 
previous year. At that time it was 
stated that orders on hand were 
three to four times larger than the 
volume at the same time in 1935. 
The company manufactures a wide 
variety of brass forgings, copper 
pipe and fittings, a substantial por- 
tion of which are utilized in the 
building trades. Ahead of the com- 
mon stock is an issue of $315,000 
5 per cent Ist mortgage bonds, 
which ultimately will be converted 
into common stock, increasing the 
amount outstanding to 265,530 
shares. Financial position of the 
company, at last reports, was com- 
fortable. Last year Mueller Brass 
was not subject to the provisions 
of the surplus profits tax and divi- 
dends accordingly were but a con- 
servative portion of indicated earn- 
ings. This year, however, payments 
may be substantially larger. The 
shares, listed on the New York 
Curb, and quoted around 43, appear 
to possess interesting possibilities 
for price enhancement and increas- 
ing income return. 

Earnings of Bridgeport Brass 
since 1932 have undergone substan- 
tial recovery. Net income increased 
from $314,582 in 1933 to $726,618 in 
1935 and in the first nine months of 
last year net of $658,806 compared 
with $480,692 in the same period of 
i935. The activities of the com- 
pany embrace the manufacture of 
brass, copper and other alloys in 
various forms, together with an ex- 
tensive line of finished products such 
as tubular plumbing goods, automo- 
bile tire stems, etc. The principal 
industrial outlets for the company’s 
products include automobile acces- 
sory manufacturers, public utility 
systems, railroads, railroad equip- 
ment and the building industries. 
Of these, public utilities, railroad 
equipment and building promise to 
contribute a larger volume of new 
business this year. The company 
has no funded debt or preferred 
stock and a $400,000 bank loan was 
liquidated last year with the pro- 
ceeds of the sale of additional stock. 
Capital stock outstanding amounts 
to 739,592 shares. Last year, a total 
of $1.05 a share was paid in divi- 
dends, of which 65 cents represented 


extra and special disbursements, 
Earnings for the full year were prob- 
ably in the neighborhood of $1.20 a 
share, which would compare with 
$1.12 a share in 1935. Selling around 
18, the company’s shares commend 
themselves as an interesting low- 
price speculation. 





United Aircraft Corp. 





(Continued from page 411) 


lent to 38 cents a share on the aver- 
age number of shares outstanding. 
For the whole of 1935 it was only 
the inclusion of non-recurring profits 
that enabled the company to report 
in “black” figures. 

The betterment in earnings, influ- 
enced perhaps by the tax on undis- 
tributed profits, induced the direc- 
tors to distribute a dividend of 50 
cents a share in December. Esti- 
mated earnings for the full year 
1936 are moderately in excess of 
this figure, but by no means can the 
company be accused of withholding 
from stockholders undue amounts. 

The capitalization of the United 
Aircraft Corp. consists solely of com- 
mon stock. The 400,000 additional 
shares which were issued early last 
year brought the total outstanding 
to roughly 2,500,000 shares. The 
company is liable neither for bonds 
nor for preferred stock. It may 
possibly, however, be obligated for 
some bank loans, contracted in order 
to handle the greatly enlarged busi- 
ness being obtained. 

At the present time, United Air- 
craft has a large volume of unfilled 
orders on hand. These promise to 
increase rather than decrease. The 
ennual report of the Secretary of 
War said that his department would 
purchase approximately 500 planes 
before June 30, next. It said that 
efforts would be made to reach a 
total of 2,320 servicable military air- 
planes. At the same time, transport 
traffic over the commercial lines is 
growing heavier than ever. United 
Aircraft, with its well-known diver- 
sified lines, appears certain to par- 
ticipate fully in the general improve- 
ment. Although the stock at $30 a 
share is discounting to some extent 
the bright prospects, one can be sure 
that the materialization of the in- 
creased business will bring further 
substantial appreciation in price. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





on 
to 
rec 
for 
tio 
er! 
te! 
ar 
be 
sec 
Gc 
the 
cel 
int 
pu 
pr 
vo 
cre 
th 


m: 
st 
ca 
fo 
de 
cr 
en 
hi 
at 





sements, 
re prob- 
$1.20 9 
ire with 


r around 
ymmend 
ng low. 


rp. 


111) 


e@ aver- 
anding. 
is only 
profits 
report 


, influ- 
undis- 
direc- 
of 50 
Esti- 
| year 
ess of 
an the 
olding 
ounts. 
Jnited 
‘ com- 
tional 
y last 
nding 
The 
bonds 
may 
d for 
order 


busi- 


Air- 
filled 
se to 
The 
y of 
ould 
anes 
that 
hoa 
air- 
port 
‘S is 
ited 
ver- 
par- 
ve- 
0a 
ent 
ure 
in- 
her 


» 


ET 











The Trend Toward a 
Managed Currency 





(Continued from page 419) 


cn securities and the powers granted 
to it to increase or decrease margin 
requirements for brokers as well as 
for banks. Regulation T and Regula- 
tion U, issued by the Board of Gov- 
ernors of the Federal Reserve Sys- 
tem, were intended to limit the 
amount of bank credit which may 
be used for the purpose of buying 
securities on margin. The Board of 
Governors has the power to increase 
the margin requirements to 100 per 
cent and thereby completely elim- 
inate the use of bank credit for the 
purpose of buying securities. Under 
present conditions, therefore, the 
volume of brokers’ loans cannot in- 
crease materially because if it should 
then it is almost certain that the 
Board of Governors will further raise 
margin requirements or even put 
stock exchange transactions on a 
cash basis. This provision, there- 
fore, gave the Reserve authorities a 
degree of control over the flow of 
credit into the security market not 
enjoyed any time before in the 
history of the country by any 
authority. 

Qualitative credit control was also 
an important objective in the adop- 
tion of the recent bill which in- 
creased the tax levy on_ undis- 
tributed corporate profits. The 
philosophy in back of this law was 
to prevent the use of corporate 
profits for the construction of capi- 
tal goods. It is hoped that by dis- 
tributing the surplus among the 
shareholders the funds would be 
used primarily for consumption 
goods. In this respect the taxation 
bill may be considered in part as an 
effort of the government to divert 
the flow of capital from production 
into consumption goods. 

From the above one may there- 
fore see that the Reserve authori- 
ties and the Treasury have tremen- 
dous power over the money market, 
both quantitatively and qualitat- 
ively. The quantitative control of 
the government, particularly as re- 
gards reserve balances, is quite com- 
plete. The qualitative control of 
the Reserve authorities over the 
fiow of funds, however, is chiefly 
directed towards preventing bank 
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Condensed Statement, December 31, 1936 





RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers . 


$ 660,220,262.99 








Bullion Abroad and in Transit 13,202,854.00 
U. S. Government Obligations 590,105,249.40 
Public Securities . . 54,432,761.77 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities . . 23,859,645.56 
Loans and Bills Purchased ; 669,293,384.06 
Items in Transit with Foreign Branches. 2,258,543.13 
Credits Granted on Acceptances 39,514,874.97 
Bank Buildings. 13,277,131.39 
Other Real Estate ee 477,774.59 
Real Estate Bonds and Mortgages. ; 2,322,209.70 
Accrued Interest and Accounts Receivable 10,214,178.61 
$2,086,978,870.17 
LIABILITIES 
Capital... $ 90,000,000.00 
Surplus Fund . . 170,000,000.00 
Undivided Profits . 9,356,562.00 





$ 269,356,562.00 











Dividend Payable January 2, 1937 . . 2,700,000.00 
Miscellaneous Accounts Payable, Accrued 

Interest, Taxes, etc.. i, ae ceed 27,583,280.45 
Acceptances ; $47,501,324.36 

Less: Own Acceptances 

Held for Investment 7,986,449.39 

39,514,874.97 
Liability as Endorser on Acceptances and 

Foreign Bills . ar a ee 3,014,142.00 
Deposits . . $1,709,643,127.39 
Outstanding Checks 35,166,883.36 

1,744,810,010.75 

$2,086,978,870.17 





Securities carried at $11,416,048.30 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 
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credit from going into security chan- 
nels. In addition, the Social Se- 
curity Act gives the government the 
power over the Old Age Reserve Ac- 
count. The question still remains 
whether the government will be 
satisfied with this or whether it will 
endeavor to obtain still greater con- 
trol over the flow of credit into in- 
vestment channels. 

As was stated at the beginning, 
the aim of modern monetary policy 
in general is to create a currency 
system which will insure internal 
stability and at the same time avoid 
international currency fluctuations. 
In most countries and particularly 
in the United States considerable 
progress has been made towards the 
management of credit, quantita- 
tively as well as qualitatively. As 
far as the external value of the cur- 
rency is concerned, the problem is 
either the adoption of some kind of 
a gold bullion standard or the main- 
tenance of a stable currency through 
international agreement or flexible 
exchanges. By a flexible exchange 
is meant a currency which would 
move up and down in accordance 
with the international flow of credit. 
capital and of goods without at the 
same time involving the internal 
economy in the throes of either in- 
flation or deflation. The trend at 
the present time is away from flex- 
ible currencies as was clearly dem- 
onstrated by the Tripartite Agree- 
ment. However, it is fully realized 
that in order to carry out effective 
internal credit control, changes in 
the international value of the cur- 
rencies might have to be made in 
the future. The danger, however. 
arises from the fact that when one 
important currency is internation- 
ally depreciated other countries, in 
self protection, may have to do the 
same thing. Furthermore a greater 
source of danger lies in the fact that 
so far the management of the cur- 
rency consisted exclusively in lower- 
ing the gold content of the mone- 
tary unit. A raising of the gold 
content, should it prove necessary, 
is bound to encounter considerable 
objection from the ever-present and 
vociferous inflationary groups. 

Under present conditions, there- 
fore, a widely flexible currency is not 
desirable. At the same time and in 
particular so long as the political 
outlook of the world is clouded and 
the trend in the international trade 
policies of the major nations remains 
uncertain, an outright return to gold 
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with the central bank or the govern- 
ment definitely under the obligation 
to buy and sell gold at a fixed price 
does also not seem desirable. The 
outlook at least for the immediate 
future is for greater internal man- 
agement of the volume and flow of 
credit and capital while externally, 
for the maintenance through inter- 
national agreement, of fairly stable 
exchanges and with currencies in- 
ternationally redeemable in gold 
through the stabilization funds. This 
in essence represents a continuation 
of the present policy in force in dem- 
ocratic countries. This policy as- 
sures, so long as the agreement lasts. 
relatively stable international ex- 
changes. At the same time if the 
need for a change in the interna- 
tional value of the currency should 
arise in one or the other country. 
such a change could be gradually 
effected without the necessity of 
further official devaluation which is 
preceded and accompanied by a 
great deal of economic uncertainty. 





A New Set-Up in the Far East 





(Continued from page 417) 


cultural and industrial workers is 
such that they are ripe for com- 
munist agitation. The finances of 
the country are in bad shape. The 
army and navy are calling for tre- 
mendously increased appropriations 


at a time when the submerged 
farmers and industrial employees 


are demanding relief which they are 
not receiving in adequate degree. 
Moreover, Japanese adventuring in 
Manchuria and north China has not 
been as profitable as anticipated. 
Even the financial and merchant 
classes which have stood to gain 
most by imperialism are dissatisfied 
with results. 

Neither increasing Chinese unity 
nor increasing political demoraliza- 
tion in Japan, however, can explain 
the sudden reversal of both Chinese 
and Japanese policy within the past 
two months. They merely give 
support to more concrete causes for 
the change which came over both 
countries early in November. Ovei 
the entire situation in the Far East 
hovers Russia. That war between 
Japan and the Soviets over their 
various disputes is inevitable has 
long been the opinion of diplomats 


in which the governments of both 
countries have shared as is evidenced 
by their preparations. 

Much of Japan’s aggression in 
north China, especially in Charhar 
and more recently in Suiyuan, has 
heen due to the alleged military need 
of securing possession of Inner and 
parts of Outer Mongolia with a view 
of shutting off Russia’s possible line 
of attack or. conversely, opening 
the way for Japanese penetration 
toward Russia’s vital railway com- 
munications between Russia proper 
und eastern Siberia. Until recently 
Russia was not fully prepared for 
the struggle. It has amassed large 
forces near the Manchurian frontier 
but the continued, adequate sup- 
port of a force sufficient to stop Ja- 
pan was problematical. Within the 
past few weeks. however, a more 
northern, and thus better protected, 
railway line to eastern Siberia has 
leen completed. Russian armament 
to protect both its eastern and west- 
ern borders has been brought to the 
highest degree of efficiency. 

In short, Russia is now ready and 
its readiness coincides with the stif- 
fening of China’s back with respect 
to Japan. For months there have 
heen rumors of a working military 
arrangement hetween Russia and 
China as against Japan. The gov- 
ernment at Nanking is opposed to 
communism in general and especial- 
lv in China; its chief efforts for vears 
have been directed to suppression of 
so-called communists which have 
heen overrunning some of its prin- 
cipal provinces. This, however, 
coes not preclude the practical co- 
operation of China and Russia as 
ugainst a common enemy,—witness 
the alliance between France and the 
Soviets. What more reasonable 
inference can there be in these cir- 
cumstances than that Chiang has 
played a waiting game with respect 
to Japan until Russia was prepared 
and, now that preparations are 
complete, both nations are ready to 
settle issues with their troublesome 
neighbor? 

What more reasonable inference, 
also, than that Japan, faced with 
this combination, should ally itself 
with Russia’s declared enemy on its 
western front? As is charged in the 
Japanese press and among its people, 
Japan’s anti-communism agreement 
with Germany means little if any- 
thing unless it goes further than the 
published text indicates. Japan 
gives much and gets little, and that 
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is not the Japanese way. There is 
no proof that the anti-communist 


treaty contains secret military 
clauses except, again, results. Mili- 
tary agreements along these lines in 
the circumstances are not only 
natural but inevitable. The most 
significant feature of the matter is 
the increasing opposition in Japan 
to any commitment which may in- 
volve it in the affairs of Europe. 
Japan may be willing to accept Ger- 
man help in case Japan comes to 
grips with Russia in the East. It is 
not so willing to go to Germany’s 
assistance in matters growing out of 
Germany’s ambition to conquer the 
Ukraine. This new disposition of 
Japan can readily be understood. 
Japan’s resignation from the League 
of Nations and its course with re- 
spect to Manchuria have resulted in 
its complete diplomatic isolation. 
Its insistence upon naval parity in 
the London Naval Conference has 
resulted in a new race of naval arma- 
ments in which it cannot expect to 
hold its own while its denunciation 
of the original naval armament 
agreement has resulted in freeing the 
United States from restrictions upon 
fortifications in the Pacific. Every 
diplomatic and military step it has 
taken in the past six years has in- 
creased its own danger while weak- 
ening its power of defense. 

What then do these changes in 
the Orient portend? There is no 
likelihood whatever that Japan has 
relinquished its ambitions for the 
hegemony of the Far East. It has 
been checked, but what is to follow? 
With respect to the Soviets its 
course will naturally be shaped ac- 
cording to developments in Europe, 
doubtless in the sincere hope that 
peace may be preserved until it is 
in better shape to assume the risks 
of a struggle on the plains of Man- 
churia or Mongolia. It certainly is 
in no position to invite trouble with 
the United States even if it ever en- 
tertained the idea of doing so. With 
respect to China it must realize, in 
the language of Shigeru Kawagoe, 
its own Ambassador at Nanking, 
that if the two nations ever reach an 
understanding Japan must acquire 
* new concept of modern China. 
The most immediate danger in the 
situation is that China, smarting 
under the humiliations and losses of 
many years of Japanese aggression 
and now enjoying its newly found 
national unity supported by some 
exterior power which can only come 
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OF THE CITY OF NEW YORK 
j 
Statement of Condition, December 31, 1936 
RESOURCES 
Caso anD Due From Banks . . . . . « $ 669,417,960.32 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND 
FULLY GUARANTEED . Mair 8 a 80,030,063.96 
STATE AND MunicipAL SECURITIES . « « 74,958,735.88 
OrHerR Bonps AND SECURITIES 181,721,324.76 
Loans, Discounts AND BANKERS’ ACCEPTANCES 772,031 ,008.07 
BankinG Houses a ar ae 37,434,504.12 
Oruer Reat Estate . . 2 5 se st 4,041 382.27 
MORTGAGES “6 we a Owe 10,681,010.10 
Cusromers’ AccEPrANCE LIABILITY . 2 we 15,193,896.78 
OTHER:ASSETS: «0 6 0 8 se 16,672,185.09 
$2,562,182,071.35 
LIABILITIES 
CapitaL Funps: 
Common Stock ... $100,270,000.00 
SURPLUS: . .« « «© e 100,270,000.00 
Unpivipep Prorits, . 26,464,246.95 
$ 227,004,246.95 
RESERVE FOR CONTINGENCIES . . . we 14,825,371.74 
RESERVE FOR TAXES, INTEREST, ETC. 1,418,836.88 
Deposits . i ee < 2,286,209,092.08 
ACCEPTANCES OUTSTANDING . 17,360,230.24 
LIABILITY AS ENDORSER ON ACCEPTANCES AND 
Fore1GNn BILLs 8,174,215.76 
Orner LIABILITIES. « 2 » + © © «© » 7,190,077.70 
$2,562,182,071.35 
United States Government and other securities carried at 
$158,328,914.57 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 

Member Federal Deposit Insurance Corporation 
————-KINGS COUNTY TRUST COMPANY—— 
Borough of BROOKLYN 342, 344 and 346 FULTON STREET 
Statement at the close of business December 31, 1936 
CAPITAL. .$500,000.00 SURPLUS. .$6,000,000,00 UNDIVIDED PROFITS. .$129,000.00 

| RESOURCES LIABILITIES 
|} Cash on Hand.......++. S2GNE ONC 00 | CANINE oo. 8c keene ac ees cess. =$500,000.00 | 
} (Cash in Banks........... SNR D PONIES ico cad concise ekteaewes 6,000,000.00 | 
U. 8, Government Bonds......+. 14,066,296.21 | Undivided Trofits ............++. 129,894.38 | 
N. Y¥. State and City Bonds ears Grae ee: ee 45, 201,229.53 | 
| eS HONS ade '902'609.64 CROCRD -OCPIBGR sidic sce vccs nace 47,150.28 | 
| Bonds and Mortgages .. 1,567,820.07 | Rebate on Loans and Bills Pur- | 
| Loans on Collateral, Demand and . CHABOD 2.0 ssccrecevessccescere 6,927.93 | 
| THMC ccccccccccccccccccceccces 4,864,187.97 | Reserves for Taxes, Expenses and | 
| Bills Purchased 975,299.71 a a 507,561.51 | 
| Soe 1 288-37 | Officers’ Checks Outstanding. ..... 46,454.36 | 
$52,439,217.99 $52,439,217.99 | 
| The Kings County Trust Company offers to its depositors every facility and accommo- 
| dation known to modern banking. If you are not already availing yourself of the ad- 
| vantages offered by this Institution, we shall be glad to have you open an account. | 
The Kings County Trust Company is a Member of the Federal Deposit Insurance | 
| Corporation. - 
459 











Putting 


15,000 Men 
to Work 


e 


Durinc the five depression years 
from 1931 through 1935 more than 
15,300 persons were put to work at 
new industrial jobs in Associated 
communities in Eastern Pennsylva- 
nia and Northwestern New Jersey. 


These new jobs resulted from a 
definite industrial program in 
which the System’s Industrial De- 
velopment Division, community 
organizations, and local Associated 
companies cooperated. This pro- 
gram encouraged 226 new con- 
cerns to locate in these areas, 
and assisted in the expansion of 


313 already there. 








ASSOCIATED GAS & ELECTRIC SYSTEM 

















3,000 Jobs Created Each Depression Year in Associated 
Areas within Line. Other Shaded Areas Are Part of 
Total Territory Also Served by Associated System, 


Nearness to large Eastern markets 
stimulates the textile, iron and 
steel, machinery, plant equipment, 
and many other industries in this 
area. Information about this and 
other advantages can be secured 
from Metropolitan Edison Co., in 
Reading, or from our Industrial 
Development Division, 150 Broad- 
way, New York. 











from Russia, may grow so cocky as 
to sting Japan into premature ac- 
tion to save its face and precipitate 
e war which undoubtedly would 
start the anticipated conflagration 
in Europe. There is reason to hope 
that the restraining good sense of 
Chiang Kai Shek will prevent such 
a. development. In the meanwhile, 
with the establishment of at least 
a temporary new balance in the Far 
East, the danger of the beginning of 
a new world war again shifts to 
Europe. 





Prices Will Determine Meat 
Packers’ Prosperity 





(Continued from page 437) 


adequate financial resources to 
carry normal inventories. We do 
not know what objective the pres- 
ent administration may have for 
prices, but a continuation of gen- 
erally inflationary tactics, coupled 


with a policy of scarcity ap- 
plied to farm production, holds 
460 


out some interesting possibilities. 


Though the rise in prices never 


reached the disastrous stage, it could 
easily go so far as to force the pack- 
ing companies into the market as 
borrowers of money. This would 
interrupt the long-term trend which 
has been to reduce obligations 
ahead of the common stock. If 
the rise came soon enough, it 
might interfere with the present 
program of refunding operations 
under which the packers are saving 
big sums in interest for the benefit 
of their stockholders. 

What has been said of the meat- 
packing industry generally, of 
course, cannot be made to apply just 
as it is to each individual unit in 
that industry. Some of the packing 
companies are larger than others: 
some have a more advantageous 
capitalization and a stronger finan- 
cial position. For these and other 
considerations, allowances must be 
made. Swift is the largest of the 
companies and the strongest finan- 
cially; ahead of the less-than-six- 
million shares of common stock there 
is neither preferred stock nor bank 





borrowings, while the funded debt 
is only $39,000,000 and bears a very 
favorable rate of interest. In the 
matter of size, between Swift and 
Armour there is little to choose. 
Ahead of Armour’s common stock, 
however, there is $114,000,000 in 
preferred stock, a funded debt of 
$83,000,000 and notes payable of 
more than $19,000,000. Wilson and 
Cudahy are similar in point of sales 
and assets—about one-quarter as 
large as either Swift or Armour—but 
while Wilson was allowing unpaid 
dividends to accumulate on its pre- 
ferred stock during the depression, 
Cudahy never missed a payment on 
its common. While this sketch of 
differences and similarities between 
the “big four” of the packing world 
is obviously incomplete, it does serve 
to make the point that though it 
may be but one single industry there 
is an ample choice of security. For 
those who wish to participate in the 
packing industry over the longer- 
term in the belief that there will be 
no disastrous rise in prices or, if 
there is, that some way will be 
found to circumvent the conse- 
quences, the more conservative of 
the available common and preferred 
stocks will be attractive. On the 
other hand, those who wish to specu- 
late on the near-term betterment 
being as great or greater than now 
seems probable there are the low- 
priced speculative issues in which 
the percentage appreciation may 
well be larger in the event that the 
anticipated improvement material- 
izes in the near future. 





For Profit and Income 





(Continued from page 433) 


floor-covering companies last year 
were somewhat mixed, some com- 
panies doing better while others 
failed to earn as much money 
as in 1935. Where the showing was 
disappointing it was usually be- 
cause of some non-recurring expense 
or condition. Armstrong Cork and 
Congoleum-Nairn, manufacturers of 
linoleum-type coverings, and Bige- 
low-Sanford and Mohawk Carpet, 
makers of fabric 


coverings, are 
listed among the many better 
known companies which are ex- 


pected to do well during the present 


yearly period. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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The Industry That Has 
Furthest to Go 





(Continued from page 421) 


Locomotive improved last year is 
offered by the action of directors in 
declaring a dividend of $3 a share 
on the preferred stock late last year. 
This was the first dividend on the 
senior shares in four years. Addi- 
tional evidence is to be found in 
the volume of business booked by 
the company last year. In the first 
nine months orders for 53  loco- 
motives were placed with the com- 
pany but with the remarkable 
spurt in railroad equipment buy- 
ing which occurred in the final 
quarter, the company’s total or- 
ders, based on preliminary data, 
amounted to 159 locomotives. These 
included domestic and export or- 
ders. In 1935 the company was 
given orders for 35 locomotives. 
Notwithstanding the substantial up- 
turn in 1936, the volume of business 
represented but a scant portion of 
that which the company enjoyed for 
some years prior to the depression. 
In 1929, orders aggregated 414 units 
and in 1922 totaled 1,319 units. 

With a drastic drop in locomotive 
purchases, to the point of virtual 
disappearance, American Locomo- 
tive suffered losses aggregating 
nearly $13,500,000 from 1931 to 1935 
inclusive. Of these losses, deprecia- 
tion charges accounted for $4,878,- 
000. Careful husbanding of re- 
sources, however, enabled the com- 
pany to weather this severe period 
without serious impairment to its 
financial position. Total current 
assets, including $3,500,000 in cash, 
at the end of 1935 were $14,389,602, 
as measured against total current 
liabilities of $1,643,707. Also during 
the depression, the company made 
considerable progress in diversifying 
its activities to include the construc- 
tion of processing plants and oil re- 
fining equipment; the manufacture 
of diesel engines, steel car and loco- 
motive springs; and heat transfer 
equipment for public utility, indus- 
trial and marine use. 

The company has no funded debt; 
preferred stock outstanding amounts 
to 351,961 shares entitled to $7 cum- 
ulative dividends; and there are 
767,900 shares of common. Giving 
effect to the $3 payment last year, 
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INVESTMENT PROGRAM 


for January Funds 


OR those who have incoming funds to invest over the next two 

or three weeks, our staff has prepared a diversified selection to 
fill a variety of investment needs. This program, carefully prepared 
by the dependable Unitep Opinion method, includes: 


15 Stocks for Appreciation 


. . all top-grade dividend payers, in promising 
industries, with yields as high as 9%. 


12 Preferred Issues 


. « « 6 convertibles for income and profit. 
6 selected for safety and liberal yield. 


16 Investment Bonds 


. . - attractively priced issues. . . 10 selling 
below par. . . yielding as high as 6%. 


This list is contained in the current UNiTep OpInion Bulletin, pre- 
senting an investment program for the New Year. It will be sent, 
without obligation, with latest Stock Market forecast, as an intro- 
duction to the tested Unirep Opinion method of business and 


financial forecasting. 


Send for Bulletin WS 53 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. 
NESS SS 








Boston, Mass. 














back dividends on the _ preferred 
stock amounted to $26.75 a share at 
the year-end, or a total of some $9,- 
414,000. This is a pretty sizable 
obligation ahead of any dividends 
on the common. However, with the 
probability that 1936 operations 
produced a moderate profit and 
with the confidence-inspiring pros- 
pect for 1937, it is not unlikely that 
some plan may be evolved which 
will provide for the discharge of ac- 
cumulated preferred dividends and 
place the common in a stronger 
position. At least such a possibility 
at this time appears sufficiently 
promising to lend speculative attrac- 
tion to the shares, quoted around 
44. 

Not as fortunate as American 
Locomotive in avoiding financial 
difficulties, Baldwin Locomotive, un- 
able to meet semi-annual interest 
charges due March 1, 1935, on a 
bond issue, was compelled to seek 
the permission of the Courts to re- 
organize under section 77-B of the 
federal bankruptcy laws. Although 
a plan of reorganization was sub- 
mitted over a year ago, it has not 


as yet been finally approved, vari- 
ous obstacles and opposition having 
been encountered. Recent indica- 
tions are, however, that the pro- 
posed plan will shortly become ef- 
fective. 

Reflecting principally the substan- 
tial increase in orders for new loco- 
motives last year, the company en- 
tered the current year with the 
largest volume of unfilled business 
smee 1930. Preliminary figures in- 
aicate that the company received 
orders for 142 locomotives and 41 
extra tenders last year, the major- 
ity of which will be shipped during 
1937 and with the result that un- 
filled locomotive orders were around 
$25,000,000 at the beginning of this 
vear. This figure compares with 
less than $7,000,000 at the start of 
1936. It has been estimated that 
the company would require an an- 
nual volume of business of $30.- 
000,000 to meet all expenses and 
fixed charges. Sales last year were 
probably upwards of $20,000,000 
nel, 

Baldwin owns a 61 per cent inter- 
est in the Midvale Co., engaged in 
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New York Curb Exchange 


——EEE 








ACTIVE ISSUES 


Quotations as of Recent Date 





1936 
Price Range mt 

Name and Dividend . High Low Price 
Alum. Co. of Amer.......... 161 87 60 
Amer. Cyanamid B (7.60). 403%, 29%, 35% 
Amer. Gas & El 1.40) 477, 333%, 43% 
Amer. Lt. & Tr. sr ae 25%, 1737, 23% 
Atlas Corp. (1.80)...... .. % 11% 17% 
Bower Roller fe (2)... . 20%, 28%, 
OS Saree 13 3 4) 
Cities Service Pfd............. 66 41%, 59% 
Colum. G. & E. cv. Pid. (5).... 11644 83% 97 
Commonwealth Edison ©). Lage 119 97 125 
Compo Shoe (71).. --. 16% 16% 17 
Consol. Gas Balt. G. 60). .. 944% 84 89 
Creole Petroleum (1.50). [a 19%, 37% 
Doehler Die Casting (11)...... 38Y%e 2734 38 
Driver Harris (71)........ <a 25 311% 
Elec. Bond & abd -< ae 153%, 25% 
Elec. Bond & yx Pid.(6)... 88% 743%, 85 
Ex-Cell-O A T. (7.60)..... 23% 144%, 20% 
Ferro Enamel (t $5)" : 423/2 So 39 
Ford Mot. of Can. "A" (1).... 283% 2434 


ee ae are . 20% 13% 19% 


1936 
Price Range 
: Recent 
Name and Dividend High Low Price 

Glen Alden Coal ({1).. .. 184%, 13 131% 
Hall Lamp (.80).......... : 83, 51% 6/2 
1 eee 59 54 62% 
Hudson Bay M. & S. (1)...... 34% 223%, 33% 
Humble Oil (71).......... . 80 57 801, 
Imperial Oil (7.50)........... 24% 193%, 21% 
lron Fireman ({1)............ 31% 22% 25% 
Lake Shore Mines (74)....... 62% 51 5734 
Mueller Brass (71). .-. @6 23% 43 
National Sugar Ref. (2)... .. 30% 23 274 
New Jersey Zinc (72)........ 9234 691. 823% 
Newmont Mining (1334)...... 135 74%, 133 
Niagara Hudson Pwr. (1.40)... 1734 T¥, 17% 
Pan-Amer. Airways (11)...... 6634 4534 681% 
Pitts. Pl. Glass (16). ......... 140 981, 1281, 
Sherwin-Williams (4)......... 145% 117 13714 
South Penn Oil (711). . 44 32% 45% 
United Shoe Mach. (F214)... . 94% 83 9314 


t+ Annual rate—not heated extras. 
t Paid in 1936. 





the manufacture of heavy castings 
and forgings, ordnance and armor. 
Other subsidiaries manufacture 
diesel-electric locomotives, diesel en- 


gines, hydraulic presses and_ tur- 
bines, special machinery and high 


grade iron, brass and bronze cast- 
ings. The company, like American 
Locomotive, has a part interest in 
General Steel Castings, making vari- 
ous castings used in railroad equip- 
ment and other machinery. 

At the end of 1935, the company 
had outstanding $2,676,000 Ist 
mortgage 5’s 1940; $10,435,600 con- 
solidated 6’s 1938; 200,000 shares of 
$7 preferred stock: and 1,105,860 
shares of common stock. Under the 
proposed plan of reorganization, the 
first mortgage bonds will not be dis- 
turbed, but will receive $20 each in 
return for certain indenture modifi- 
cations. Holders of the consolidated 
6’s will receive a like amount of new 
6 per cent refunding mortgage bonds 
due in 1950, or at their option, 80 
shares of new common stock, within 
60 days after confirmation of the 
plan. The new bonds will be convert- 
ible into common stock beginning 
at 65 shares per $1,000 bond. Pre- 
ferred shareholders are to receive 
three shares of common for each 
share, and warrants to purchase two 
shares of common at $15 a share. 
Common shareholders will receive 
one new common share and war- 
rants to subscribe for two addition- 
al shares at $15 each, for each 
ten shares held. All unpaid 
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preferred dividends will be waived. 

The reorganization, as proposed, 
will decrease fixed charge require- 
ments and eliminate all unpaid sink- 
ing funds and preferred dividend 
accumulations. With these capital 
advantages coupled with the much 
improved outlook, Baldwin this year 
may be well in the black for the 
first time since 1930. The shares 
are distinctly speculative. but among 
lower priced issues are worthy of 
consideration for longer term hold- 
ing. 

Although the smallest of the thrée 
leading locomotive builders, this fact 
was an advantage for Lima Locomo- 
tive during the depression. Its size 
permitted greater latitude in the 
matter of operating economies. 
Moreover, the company was favored 
by having no funded debt or pre- 
ferred stock, while common. stock, 
including the sale of 41,400 shares 
last year, amounts to only 211,057 
shares. Losses suffered by the com- 
pany since 1930 were less than $4,- 
000,000 and a comfortable financial 
position has been safeguarded. Op- 
erations last year may show a small 
profit, or at least a considerable re- 
duction in the 1935 deficit of $558,- 
708. Last year, according to incom- 
plete reports, the company booked 
erders for 83 locomotives as com- 
pared with 9 in 1935 and none in 
1932 and 1933. Normally the com- 
pany can probably be counted on 
to obtain from 16 to 20 per cent of 
all new orders placed. In addition to 


locomotives, the company manufac- 
tures power shovels, cranes and 
other industrial machines, demand 
for which is doubtless contributing 
to better earnings. At 60, the 
shares liberally discount near term 
prospects, but in view of the small 
number of shares outstanding, per- 
share results could rise rapidly with 
a genuine revival in new equipment 
buying by railroads. 





What a General Motor Shut- 
Down Would Mean 
to Business 





(Continued from page 405) 


that amount of soft wood for crat- 
ing, dunnage and packing. Of 
course, the company is a big factor 
in the petroleum industry, how big 
a part it is impossible to estimate— 
likewise its consumption demands 
play an important part in a host of 
equipment and accessory producers, 
textile mills, manufacturers of syn- 
thetic resins, and paper mills. 

A rough picture of the degree to 
which a General Motors shut-down 
would affect other important lines is 
indicated in the table on page 405. 





Unmined Gold in 
Southern Pine 





(Continued from page 425) 


Premier MacKenzie King, seeing 
Canada in danger of the ruin of its 
greatest industry rushed to nego- 
tiate a reciprocity treaty with the 
United States as the first act of his 
premiership—a treaty which bound 
the United States to the free pulp 
and paper trade tariff which gave 
the newsprint paper industry to 
Canada in 1913. 

Now our present Administration 
has adopted a policy intended to 
put the pulp and paper industry 
into perpetual domination by Can- 
ada just at a time when discovery 
way chemically and 
industrially for a vast new paper 
industry also extension of the 
rayon industry at a time when both 
are sorely needed in the develop- 
ment of the South and give promise 
of making the United States inde- 


prepares the 
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- - - THIS OFFER MADE FOR TEN DAYS ONLY... 





.. +.» To Invest Successfully in 1937 
You Must Act on Facts.... 
To give you immediately the status of the various industries and 


the situation of each individual company as well as an analysis ° 
of the economic and business outlook.— 


THE MAGAZINE OF WALL STREET 


Offers Its Fifteenth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security 
and Economic Facts 





A most complete and helpful Manual prepared in a unique style, that saves 


Facts, Graphs and Statistics that i ; : . 
you time and yet gives you complete information on every important in- 


will help you make your 1937 
Business and Investment Plans. dustry and security. 


Yearly Magazine Subscribers Can Get This Volume FREE 


¢ CoMPLETE STATISTICAL RECORDS—plus one hundred tables and charts.—gives 
you a complete record of all the leading companies in every important industry 
for the past three years, in addition to high, low and last prices for 1936. 





Factual 
and INTERPRETATION AND ForecAst—The clarity and simplicity with which we present 
all data and interpretive comment will give you a clear and accurate picture 
Interpretive not only of the individual corporation, but of the industry of which it is a com- 
ponent part. Our interpretation and forecast will give you the benefit of our 
& expert judgment in analyzing these corporations and their trend during 1937. 


The financial position of ail leading companies, showing the ratio of assets to liabilities, the net working capital, etc., will be 
included. This is a very valuable feature in view of prevailing conditions. Among other important features are: 


MARKETS ... DOMESTIC TRADE AND BUSINESS... 

Analysis of the Stock Market for 1936 with 1937 Outlook. Analysis of the Business Situation from the standpoint 
By the Industrial and Security Experts of The Magazine of recent events and prospective trend. 
of Wall Street —Credit and Money Rates—and Government Financing. 
; —Commodities—Including Graphs Indicating Price Trend. 
—Record of Production of Leading Commodities and New Pro- 


ducton Trend. 
—Corporate Financing in 1936 and Prospect for 1937. 


—Comparison of earnings of all leading companies for several 
years past,—and indicated trend. 

—New Stock Listings. 

—Stock Market Prices 1935-1936. —New Industries. 

—Over-the-Counter Prices. 

—Curb Market Prices. SECURITIES ... 
3 Years’ Earning Record—Capital Structure—Financial 
Position. Illustrated with Charts and Tables. 


BONDS... : : 
—Railroads —Chemicals —Steel —Shipping 
—Bond Market Prices for 1936. —Public Utilities —Leather —Coal —Tobacco 
—Analysis of Bond Market for 1936—and Forecast. —Food and Packing —dAccessories —Oil —Radio and 
—New Bond Financing. —Chain Stores —Textiles —tTires —Communications 
—Unlisted Bonds. —Mail Order —Mining —Paper 
—Automobiles —Machinery Sugar 


—Curb Bonds. 
Practically every company of importance, whether listed or unlisted, is included. The data gives the investor a complete record of 
the growth or decline of practically every leading corporation, which will enable him to determine the real trend of the company’s 
affairs for 1937. 

This valuable volume will be sent FREE, providing you send in your subscription 
to The Magazine of Wail Street for one year, using Special Coupon below. 





Mail This Coupon Today 
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90 Broad Street, New York, N. Y. 


I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue, including 
valuable new book: “The 1937 Boom—How to Profit from It” free. Also full privileges of your Personal Service Department. It is 
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* COLUMBIA 
nel GAS & ELECTRIC 
* CORPORATION 


The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, SeriesA 

No. 41, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 31, quarterly, $1.25 per share 
Convertible 5% Cumulative 
Preference Stock 
No. 20, quarterly, $1.25 per share 
payable on February 15, 1937, to holders of 
record at close of business January 20, 1937. 

How .anp H. PE t, Jr., 


January 7, 1937 Secretary 

















Allied Chemical & Dye Corporation 
61 Broadway, New York 
December 29, 1936 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 64 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable February 1, 1937, to 
common stockholders of record at the 
close of business January 11, 1937. 
W.C. KING, Secretary. 








LOEW’S INCORPORATED 


**THEATRES EVERY WHERE" 
January 8, 1937. 


To Board of Directorson January 6, 1937 
declared a quarterly dividend of $1.62 
per share on the outstanding $6.50 Cumula- 
tive Preferred Stock of this Company, pay- 
able on the 15th day of February, 1937 to 
stockholders of record at the close of busi- 
ness on the 29th day of January, 1937. 
Checks will be mailed. 

DAVID BERNSTEIN, 

Vice-President & Treasurer 














KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





*‘ODD LOT TRADING’’ 

John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 

‘‘TRADING METHODS’’ 

This handbook issued by Chisholm & 
Chapman, contains much helpful informa 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 

12 DIVIDEND PAYING COMMON STOCKS 
This list, representing stocks in twelve 
different industries, issued by Dunscombe 
& Co., members New York Stock Ex- 
change, will gladly be sent to investors. 

(937) 

MARGIN REQUIREMENTS, COMMISSION 

CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 

MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 

UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 














pendent of all foreign countries in 
all forms of paper manufacture. 

The technical and industrial way 
seems to have been entirely demon- 
strated by the run of the large quan- 
tity of the yellow pine pulp made in 
the Savannah laboratory by the sul- 
phite process, mixed with three- 
fourths of ground pine-wood pulp, 
through a paper machine of the 
Beaver Wood Fibre Company at 
Thorold, Ontario, at the rate of 750 
feet per minute (thus proving the 
strength of the new pulp). The 
paper from this run was returned to 
Georgia and used by eight Georgia 
papers interested in the experiment 
to print editions of their respective 
papers on November 20, 1933. On 
the basis of all existing information 
in May, 1934, it was calculated by 
Dr. Herty that the cost of produc- 
lion of southern pine newsprint 
paper was $31.70 for conversion from 
wood and paper. 

Not only has the resin problem 
been eliminated, but the fat cells 
and blue stain problems have been 
solved. 

The origin of this development is 
an interesting blend of ignorance, 
persistence of tradition and precon- 
ceived opinion, bold scientific adven- 
ture and business heroism. 

For 50 years or more northern 
paper manufacturers have been 
explaining to all inquirers that on 
account. of the abundance of pitch 
in its composition the pine wood 
of the South, while tolerable for 
kraft paper was not to be permitted 
in the production of newsprint. One 
had only to look at the resin exuding 
from scars on the bark of these trees 
to see ample proof of the insolu- 
bility of the problem of making 
newsprint paper from such stuff. 

Our investigations early revealed 
the fact that the objectionable pitch 
is a product not of normal life and 
growth in the yellow pines but is a 
pathological product. When the 
tree is wounded nature deposits the 
resin as a curative agency. Only in 
older trees—trees 25 years or older 
—are there deposits, that is storage 
deposits, of resin. 

Now note the great luck of the 
South, particularly of the cut-over 
pine lands, in being able to boast 
of a great abuse of the pines in the 
past. About 90 per cent of all the 
longleaf areas of the South have been 
cut over once within the last 30 
years—most of them within the last 
25 years—which means that when 


the magnificent primeval forests, 
were devastated they were really 
being reborn and re-endowed with 
natural wealth. For, the best paper 
raw material producing tree in 
America today is the tree which now 
predominates in the pinelands of the 
South—the non-resinous pine tree 
less than 25 years old. 

Moreover, wherever the second 
growth came back it prevented the 
disaster of soil erosion, and now these 
discoveries of the convertibility of 
young southern pine wood into news- 
print and kraft paper show how the 
woodlands of the South may be for- 
ever profitably cropped, yet never 
plowed and eroded; how we may 
save our cake and eat it (as trees) 
instead of eating and wasting it with 
plow and cotton. Because we 
chanced to wipe out old trees, big 
and thick, we made young trees 
spindling and scrubby, shot full of 
wealth. Having given lumber fron- 
tiers to the South and also turpen- 
tine and resin fortunes, they could 
also give it paper and rayon wealth. 
At present the annual requirements 
of wood of all kinds for pulp of all 
sorts is approaching eighteen million 
cords. It is prophesied that by 1950 
it will require 25 million cords to sup- 
ply the pulp and paper requirements 
of the United States. When that time 
comes, it has been calculated, in 
Senate document 115, the South 
alone, which now produces no news- 
print, can be called upon to supply 
7 million cords a year. How far 
short this is of the vast potentialities 
of this region is shown by the fact 
that the South has 200 million acres 
of cut over pine lands, not needed 
for agriculture and that on this land, 
under a most elementary system of 
reforestation there can be grown 
annually on each acre one cord of 
wood. There lies a great national 
gold pot. 





Happening in Washington 





(Continued from page 423) 


laws preventing shipment into states 
of goods made under conditions not 
permitted in those states, particu- 
larly whatever state -labor legisla- 
tion will win court approval. Such 
probably can’t include minimum 
wage law, but might take in child 
labor bans, workmen’s compensa- 
tion, etc. 
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